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Shipments of tires from the United 
States to Argentina will be resumed for 
the first time since the war. This is the 
result of the cancellation of a three- 
power agreement among the United 
States, Argentina and Brazil, by which 
the latter was the principal supplier of 
essential rubber goods to Argentina. Now 
that war demands are no longer taking 
all U.S. production, Brazil has agreed 
to cancel the pact. 
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The British Government is actively 
encouraging industrial conversion from 
coal to oil fuel. In an effort to reduce 
the dependence on coal, the Government 
is removing the import duty on heavy 
fuel oil and paying a subsidy of approxi- 
mately $4 a ton to consumers. Railroads 
are converting locomotives rapidly from 
coal to oil. Approximately 1,000 locomo- 
tives are to be changed over. 
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Plans are being made now to establish 
a 10-cent air-mail rate, which is uniform, 
from the United States to all Latin- 
American countries. Parcel post service 
by air also is being advocated by U.S. 
delegates to the Pan American Postal 
Conference. If this is established for 
South America, the U.S. will attempt to 
get an air parcel post service, world wide 
in scope, when the Universal Postal Con- 
ference meets in Paris next spring. 
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Mail service between Japan and the 
rest of the world, except Germany, has 
been re-established. Communications will 
be restricted to postcards in English, 
Japanese, Chinese, French, Korean, Rus- 
sian or Spanish carrying messages of a 
personal or family nature. Gift parcels 
of relief items, weighing not more than 
11 pounds, may be sent to persons in 
Japan at the rate of one a week. 
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British ports still are handling only a 
fraction of prewar cargoes. During the 
first half of 1946, ports in the United 
Kingdom served 15% million tons of ship- 
ping compared to 34,200,000 tons in 
1938. Traffic with Europe dropped from 
14,800,000 tons to 4 million, while trade 
with North America, East Africa, the 
Persian Gulf area and India maintained 
a high level. 


o 0 9 
Less than 10 per cent of U.S. mer- 


chant shipping requisitioned for war use 
remains to be returned to private owners. 





Only 78 requisitioned vessels still are 
being operated by the War Snaipping 
Administration, 899 ships having been 
turned back to the owners. At the same 
time, 1,593 merchant vessels have been 
placed in reserve fleet anchorages. These 
ships will be available for emergencies. 
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Telephone service between the United 
States and China will be resumed shortly 
after the end of the year. To replace 
equipment destroyed during the war, 
two transmitters purchased by the Chi- 
nese Supply Mission are being shipped 
to Shanghai. Trans-Pacific telephone 
service already is available in the Philip- 
pines, Australia and New Zealand. 
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New working conditions are being in- 
troduced in British textile mills to make 
employment in the industry more attrac- 
tive. Employment is guaranteed now for 
a minimum of six years. Wages are being 
increased. Welfare services, including 
canteens, dining rooms, first aid, lockers 
and showers, will be established. In ad- 
dition, lighting has been improved and 
machinery respaced. 
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Brazil has suspended all import and 
other custom duties on shipments of 
agricultural implements. The new decree 
of the Government, which is effective 
for six months, is an experiment by the 
Brazilian Government to find out if im- 
ports of badly needed farm equipment 
can be increased. 
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Colombia, the world’s chief producer 
of emeralds, is placing the mining and 
export of the precious stones under con- 
trol of the national bank. In the future, 
native jewelers will be used to cut as 
many of the emeralds as possible. Ex- 
ploitation of the Muzo mines, discon- 
tinued in 1939, will be resumed shortly 
as Government stocks of emeralds are 
exhausted. 
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Great Britain plans to import Polish, 
Irish, Belgian and Austrian workers to 
solve the critical labor shortage. About 
80,000 former Polish soldiers who do not 
wish to return to Poland will be given 
jobs in Britain as soon as they are de- 
mobilized. Efforts are being made to 
recruit 10,000 Irish and 3,000 Italians 
to work in the coal mines. In addition, 
Belgian and Austrian girls are being of- 
fered jobs in England as domestic help. 
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A FAMILIAR CONTROL 


Mercoid has served the nation's automatic control 
requirements for more than two decades. 


During these years, experience has demonstrated the 
correctness of the design and operation of Mercoid 
Controls. Their record of accurate and dependable 
performance is the basis for their wide acceptance 
among engineers planning America’s essential war- 
time and peacetime production. 





The ‘familiar’ DA type control shown above, is a 
favorite with industry. The outside double adjustment 
feature and direct reading simplifies the setting and 
eliminates all guesswork, an important factor consid- 
ering new help in all plants. 


All Mercoid Controls are equipped exclusively with 
hermetically sealed corrosion-proof mercury switches, 
thus assuring positive operation and longer control 
life. Mercoid mercury switches are available to the 
trade for a variety of applications. A few types are 
illustrated to the left. 


if you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid’s engineering staff—always at your service. 
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AUTOMATIC CONTROLS 


FOR OlL BURNERS, STOKERS GAS BURNERS REFRIGERATION 
AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS 


MADE BY THE MERCOID CORPORATION 


4203 BELMONT AVENUE. CHICAGO 41 





Write for Mercoid Catalog No. 600. 
It contains a lot of control information 





205 EAST 42nd ST., NEW YORK 17, 3137 N. BROAD ST., PHA, 32, 


THE MERCOID CORPORATION 


4203 BELMONT AVE. « CHICAGO, ILL. . 
Please send catalog 


NAME 








ADDRESS _— 





CITY STATE 

















SEPTEMBER 17, 1946 @ 1 












Each new revelation of what happened at Bikini only emphasizes 
the tremendous role the atomic bomb is going to play in the future 
of the world. It has just been disclosed, for instance, that all but 9 
of the more than 90 “guinea pig” ships were sunk, damaged, or con- 
taminated in some degree by radioactivity in the Bikini tests. Because 
of the role the A-bomb will play in our lives, World Report has made 
a penetrating analysis of the bomb as a military weapon. You'll find 
it an interesting, informative discussion of a subject that is going to 
be written about and talked about a great deal from now on. We 
believe our report on page 26 is as authoritative an article as can be 
written today on the subject of atomic explosives without disclosing 
information that cannot be published for security reasons. 
° _— 

In the wake of rocket displays that have spread apprehension over 
the Swedish countryside, Sweden and Soviet Russia are about to 
conclude a trade agreement which is interpreted as giving the Russians 
the bear’s share of Sweden’s manufactured products during the next 
few years. On page 7, we publish an interesting and informative 
dispatch which, going behind the exchange of notes between the 
United States and Sweden, spells out what the new pact will mean 
to world trade. 

For more background we refer you to the issue dated August 1. 
In a dispatch from Stockholm more than a month ago, Thomas 
Hawkins, World Report correspondent, told what was going on. To 
meet the Russian demands, he reported, Sweden would have to 
advance Russia a large credit, buy from Russia almost 20 times as 
much as in previous years, and reduce her trade with the United 
States and Great Britain. Despite the American protest, that’s just 
about what’s going to happen now. 

o bod fod 

News dispatches from other parts of the world show that many 
countries besides the United States are having strikes. In most in- 
stances the strikes result from the failure of wage increases to keep 
up with price increases. 

You might expect that Great Britain, with a Labor Party Govern- 
ment, would be immune from strikes, but you'll see in a dispatch 
from Edwin J. Drechsel, our London correspondent (on page 10) that 
that is definitely not the case. 

One thing that makes Britain’s labor problems newsworthy is the 
introduction into England of the “closed shop” question. Until now 
that has been an unimportant issue in the labor picture in Britain. 
Now it has reared its head, to the embarrassment of the Labor Gov- 
ernment. With Britain in the midst of a program calling for the 
nationalization of major industries it may have interesting repercussions. 
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FROM THE CAPITALS OF THE WORLD 

























The strategy of major nations in the world is this: 
Germany is to become a prize to be sought after; is to be rebuilt, 


with Britain and the U.S., in effect, competing with Russia. 
Japan is to have her future friendship sought after; is encouraged 
to believe she will be an operating nation again with U.S. guidance. 





At this time, after a single year of peace..... 

: Russia is clinging to her hold on Eastern Germany, is confident 

she can get more and more Germans to follow Communist leadership. 
U.5.-Britain are moving ahead alone, without Russia or France, to 

get Western Germany off the dole, to put Germans back to work. 
Germany's chances of operating under Potsdam terms are fading, 

are not to improve, barring a sudden change in Russia's attitude. 











The way the U.S. and Britain see it is this..... 
Byrnes's speech is a reserved but real bid for German friendship. 
You get the significance of his move ina story on page 5. 
Germans are felt to have more to gain by working with the West. 
U.5.-Britain have resources to revive Germany. Russia hasn't. 
Level of activity in Western Germany is presently far below rates 
at which industry peaceably could develop. 














some of the next steps ahead are these..... 

Rations for workers are to improve throughout Western Germany. 

| Ruhr coal, now lagging under British managers, is to be stepped up. 
Increased output of coal is to operate more steel mills. 
Finished goods, manufactured for export, are to pour out in volume. 














Underneath there are factors of basic importance..... 

Germany, in the heart of Europe, holds the key to reconstruction 
of her neighbors; Germany alone can supply readily what they need. 
Economic paralysis of Germany is a heavy drain on the taxpayers 
of both Britain and U.S.; threatens to become a perpetual charge. 
Britain, busy at home and troubled abroad, looks to U.S. 
leadership to set the pace, to underwrite major changes in policy. 











As a senior partner, the U.S. now.takes this stand: 
The U.S. is not to be scared, annoyed or pushed out of Europe. 
Frontier of the U.S. is to be defended far east of the Rhine. 











(over) 
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International policy of the U.S is backed by two political parties. 
Occupation forces of the U.S. are to remain in Germany and Japan. 
In short, the U.S. is ready to back words with deeds, is making 
clear to the world that this country is alive to new responsibilities, 
is eager to use the United Nations’ machinery, but with or without 
the U.N. is unwilling for Russia to take over by default. 








In everyday terms, events in India mean this: 

Nehru's Cabinet, the first all-Indian, is off to an uneasy start. 

Boycott by Moslem politicians shows no signs of early weakening. 

Domination by Hindus, particularly Gandhi and Nehru, is irritating 
to Moslems in general and obnoxious especially to Moslem politicians. 

Selection of a Sikh as Defense Minister by Nehru is an indication 
of determination to have the loyalty of prime soldiers, to be prepared 
with Sikh and Hindu forces for any civil strife by trained Moslems. 














At the heart of China's troubles is this situation..... 
Chiang Kai-shek, for his part, is more suspicious than ever before 
of Chinese Communists, resents attention given their views in U.S. 
Blunt argument of Chiang is that his rivals are Communists first 
and Chinese afterward; that they pose falsely as friends of the poor. 
Chiang discounts signs of unpopularity of his Nationalist regime, 
blames Communist propaganda, is loath to shake up his associates. 
Internal reform of Nationalist Government is not yet apparent, 
is likely to come slowly unless Chiang changes his mind. 














Runaway inflation is behind political unrest in South America..... 

President Dutra of Brazil is faced with another case of too much 
money and not enough goods; of extreme rises in living costs. 

Controls are a joke, with distribution clogged, profiteering heavy. 

Brazil's transport system is dilapidated and entirely inadequate. 

U.S. is blamed for failing to supply household articles, 
machinery and other needed equipment promptly in sufficient volume. 

Economic dilemma is aggravated by Dutra's personal unpopularity, ; 
by his necessity of keeping a large Army in expensive style. 

Getulio Vargas, dictator of Brazil for 15 years, is active again, 
attracting considerable support in the Brazilian Congress. 

Communist leaders, boasting of 500,000 voters in a 1945 election, 
are organized to cash in on food shortages and workers’ protests. 

Fascist sympathizers are coming above ground, rallying their ranks. 


























Tension in Chile over a new President is to subside very shortly. 

Gonzalez Videla, left-wing politician, who has Communist support, 
ran far ahead at the polls, but fell short of a majority. . 

Election now goes to Congress where opponents of Gonzalez Videla 
enjoy a nominal advantage, but dislike to challenge popular sentiment. 

The outlook suggests that Congress, after debate, will eventually 
decide to confirm the election of Gonzalez Videla. 
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U. S. CHALLENGES SOVIET UNION 
TO SHOWDOWN OVER GERMANY 


Secretary Byrnes’s Stuttgart speech 
carefully planned in its timing and 
place to make America’s policy plain 


Reported from STUTTGART, BERLIN, 
PARIS and. WASHINGTON 


The United States is putting Rus- 
sia on notice that the time has come to 
write a treaty of peace with Germany. 

What is going on at the Paris 
Conference is secondary. The big task 
is to determine the future of Germany. 
It is up to the Allies to tackle this job, 
now, if they wish recovery in Europe. 
The issue has to be faced even if it means 
a showdown with Russia over the con- 
trol of both Germany and Europe. 

This is the meaning of the speech 
by James F. Byrnes, the U.S. Secretary 
of State, at Stuttgart, Germany. (See 
page 42.) The United States, Byrnes 
made clear, is ready for the showdown. 
By way of preparation, America offers 
Russia and the world a preview of what 
a peace treaty with Germany should say. 

Byrnes’s decision to make the speech 

in Germany equalled in importance what 
he said. Much thought went into the 
timing of the address, the choice of a 
place, the composition of the audience, 
and the preparations for world attention. 
A radio broadcast from Paris might have 
said the same things, but without the 
same effect. 
@ Strategy of the Byrnes speech reflects 
a desire to make the U.S. position un- 
mistakably clear to two groups of people 
particularly—the Germans and the top 
officials of Russia. 

It was not lost on the Soviet Foreign 
Minister, Vyacheslav Molotov, nor on 
the Germans, that Byrnes felt it more 
important at this time for the U. S. Secre- 
tary of State to make a speech in Ger- 
many than to attend all sessions of the 
Peace Conference at Paris. To Germans 
it also was significant that Byrnes was the 
first Allied Foreign Minister since Pots- 
dam to enter occupied Germany. Molo- 
tov, when he spoke about Germany a 
few weeks ago, did so in Paris. 


The audience facing Byrnes in the 
Stuttgart Opera House was carefully 
chosen. It included representatives of 
the four Allies occupying Germany—al- 
though no important Soviet officials 
showed up—and Germans from the three 
states established under American in- 
spiration in the U.S. military zone. The 
German Minister-Presidents of these 
states, among the first officials to be 
elected freely by Germans themselves 
under Allied occupation, were treated 
by Byrnes as guests of honor. He smiling- 
ly posed for pictures with the three 
German officials and entertained them 
in his private car. The American ban on 
fraternization seemed to have been lifted. 

Byrnes’s decision to speak in Germany 
was an admission by the U.S. that the 


om oa 


attitudes and wishes of Germans are 
important. Lately reports have been com- 
ing from the American zone that Ger- 
mans are losing hope in the future under 
the U.S. rule. Stories of better food 
and jobs in the Soviet zone, accompanied 
by Soviet criticism of American policy 
in Germany, have begun to have an 
effect. Molotov’s speech in July was 
designed to increase German dissatis- 
faction with both present and future 
in the zones governed by the Western 
Allies. 

“Byrnes's words at Stuttgart were not 
new, cables Thomas Hawkins, staff cor- 
respondent of World Report. “General 
Clay and his staff have been saying them 
for months. But the Secretary's declara- 
tion was the strongest, clearest statement 
of American aims to be given officially 
thus far. And they were the first to be 
given directly to the German people.” 

@ To the world the U.S. Secretary of 
State declared that the U.S. was in Eu- 
rope to stay; the American people would 
not repeat the mistake of 1919 and get 
out of the Continent on the assumption 
that the danger of war from Europe was 





THE ALLIED CONTROL COMMISSION 
First the French stalled, then the Russians 


SEPTEMBER 17, 1946 @ 5 








¥ ‘ * on ; “ 


—_ 


A STEEL PLANT IN THE RUHR—BEFORE BOMBING 





Wide World 


The Potsdam limitations on industry may be forgotten 


ended forever. On the contrary, the U. S. 
was prepared to keep its troops and its 
diplomatic front line in Europe indefi- 
nitely, if necessary. The U.S. Govern- 
ment hoped, however, that the United 
Nations would check aggression and 
maintain world peace. For that reason, 
the U. N. would have American backing 
at all times. 

@ To Russia. Byrnes made it clear that 
any attempt by the Soviet Union to cap- 
ture control of Germany would meet out- 
spoken resistance from America. Russian 
maneuvers to extract more reparations 
from Germany would be opposed. Soviet 
tactics of delay, aimed at preventing uni- 
fied economic control of Germany by the 
four Allies, would be met by a U.S. de- 
termination to proceed without Soviet 
co-operation. 

Byrnes looked toward Russia, though 
without naming her, when he warned 
that Germany must not become a pawn 
or a partner in a military struggle for 
power between East and West. What 
Byrnes did not say, but fully realized, 
was that Russian occupation troops in 
Germany outnumber the combined 
forces of the Western Allies. Reports 
from the Soviet zone, further, credit the 
Russians with maintaining and expand- 
ing the output of munitions in German 
factories. A proposal to inspect troops 
and the extent of industrial disarmament 
in the four zones continues to meet with 
Russian opposition. 

Again looking toward Russia without 
naming her, the American Secretary list- 
ed the failure of the Allied Control Coun- 
cil to operate Germany as an economic 
unit, as required by the Potsdam Agree- 
ment. At the start, French opposition 
was responsible. Recently, it has been 
the Russians who have stalled. 

Russia is put on notice that from now 
on the U.S. openly will oppose Soviet 
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requests for more reparations, espeeially 
reparations taken out of current produc- 
tion. American officials fear that, the 
more Russia takes out of Germany, the 
more food and other supplies the U. S. 
will have to ship in. As it is, U.S. ship- 
ments to Germany now total $200,000,- 
OOO a year. 

The American zone is preparing to 

increase industrial output and exports, 
but not for the benefit of Russia. If the 
Soviet Union hangs back from giving 
Germany unified economic treatment, 
the U.S. will merge her zone with the 
remaining zones, and expand production 
and exports to whatever level is neces- 
sary. In Washington, Undersecretary of 
State William L. Clayton has confirmed 
the plans for stepping up German indus- 
try in both the U.S. and the British 
zones. If the result lifts industrial pro- 
duction above the level prescribed at 
Potsdam, the blame is to be placed on 
the Russians. 
@ To Germans, Byrnes addressed the 
first words of hope they have heard from 
a high American official. The U. S. favors 
reducing the armies of occupation to a 
small inspection force, a policy con- 
spicuously not mentioned in. Molotov’s 
speech to the Germans. American policy 
emphasizes the nged for economic re- 
covery in Germany. Byrnes wants a pro- 
visional German government, with a con- 
stitution patterned somewhat after that 
ot the U.S., permitting the rise of a 
United States of Germany, and contain- 
ing democratic safeguards. He would 
define, once and for all, the boundaries 
of the new Germany. He believes the 
time has come to end Germany's doubt 
as to her fate, and to tell her the terms 
of peace. 

Recovery of German industry and 
agriculture is to become a responsibility 
of the German people themselves, oper- 


“ 


ating through central economic agencies. 
“The Allied Control Council,” said 
Byrnes for the benefit of the Russian 
member of the committee of four gen- 
erals, “is neither governing Germany nor 
allowing Germany to govern itself.” 

In politics, Germany is about reacy, 
under proper safeguards, to run its own 
internal affairs, as it is beginning to do 
in the U.S. zone. Next step would be 
establishment of a nationwide provision- 
al government, which would be em- 
powered under the Allied Control Coun- 
cil to run Germany as an economic unit, 
submit to the people a federal consti- 
tution for ratification, and negotiate a 
treaty of peace with the Allies. 

Boundaries of the new Germany, a 
controversial item in any peace treatv, 
would be established by Byrnes in this 
way: Austria would remain independent; 
France would get the Saar, but not the 
Ruhr and Rhineland; Russia would keep 
Koénigsberg and Poland would retain 
some but not all of Silesia. The U.S. 
would oppose further carving up of Ger- 
many. 

@ Obstacles to carrying out the U.S. 
proposals for a German peace already 
have appeared. The French insist on de- 
taching the Ruhr and Rhineland, as well 


as the Saar, from Germany. Because: 


French leaders distrust Germany, they 
oppose early establishment of a German 
provisional government. 

Russia is on record in opposition to the 
American position on reparations and on 
a federalized Germany. The additional 
question of the German-Polish boundary 
is almost certain to provoke a long con- 
troversy. 

None of these obstacles, however, will 
come as a surprise to Secretary FP-vrnes. 
His purpose now is to issue a call for a 
peace conference for Germany in a way 
that Russia, especially, cannot ignore. 


























SWEDEN ENTERING RUSSIAN ORBIT 


DESPITE FEAR AND U. S. PROTEST 


Need for Soviet-dominated markets 
and materials prompts trade pact. 


Bilateral accord to hurt the West 


Reported from STOCKHOLM 
and WASHINGTON 


Russia is about to monopolize a 
large segment of Swedish industry de- 
spite the protests of the United States 
and the fears of Sweden. 

A deal that may tie up Swedish 
exports of machinery, motors and elec- 
trical equipment for five years is now in 
the final stages of negotiation at Moscow. 
Back of the deal is fear of Russia, urgent 
need of coal from Soviet-dominated Po- 
land, and a hope that perhaps Russia can 
replace Germany as a leading customer 
for Swedish exports. 

These fears and hopes outweigh, 
in the eyes of official Stockholm, any 
American objections. Net result is to ex- 
pand Soviet trade and political influence 
at the expense of the West. 

U.S. attempts to keep Swedish trade 
open to all countries on a multilateral 
basis apparently have failed. An Ameri- 
can note to Stockholm, and a similar one 
to Moscow, gently reminded both coun- 
tries that a bilateral trade agreement 
might have unfortunate consequences. 
Russia has replied by saying, in effect, 
that what Sweden. and Russia decide to 
do is none of America’s business. The 
Swedish Government, in a note signed by 
Foreign Minister Osten Undén, has ex- 
pressed polite suprise at the U.S. re- 
minder, reiterated its devotion tothe 
principles of multilateral trade, and dis- 
patched a delegation to Moscow to sew 
up the deal with Russia. 

@ The deal between the two countries 
calls for Sweden to extend a five-year 
credit of a billion kronor ($278,500,000) 
with which Russia may purchase heavy 
machinery, special steels, motors and 
generators, and electrical equipment. In 
addition, the Soviet is to buy 100 million 
kronor worth of the same commodities, 
annually, on a barter basis. Sweden hopes 
to obtain from Russia such raw materials 
as petroleum, potash and coal. 

Effect of the deal would be to tie 
Sweden closer to Russia than at any time 


since World War I. A credit of a billion 
kronor, extended for five years, is larger 
than Sweden has extended any other 
country and for a longer term. The agree- 
ment, as a whole, would transform Rus- 
sia from a minor item in Swedish trade to 
one of the top three customers, second 
only to great Britain and on a par with 
the United States. Soviet political in- 
fluence, the U. S. fears, would grow with 
Swedish credit and trade. 

@ U.S. interest in what Sweden and 
Russia do about their trade is both im- 
mediate and long range. 

Immediate stake involves wood pulp 
and coal. The U.S. would like more 
wood pulp from Sweden, but the Swedes 
have thus far failed to commit them- 
selves to a definite allocation. Washing- 
ton fears the Swedish deal with Russia 
may mean less wood pulp for America. 
The United States, meanwhile, has com- 
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mitted herself to ship coal to Sweden. 
There is now a disposition to review this 
commitment. 

Long-range concern of the U.S. in- 
volves proposals for expanding world 
trade and a desire to limit Soviet ex- 
pansion. If Sweden gives Russia priorities 
on certain exports, it will be at the ex- 
pense of Western nations. In general, the 
Soviet-Swedish deal enlarges the area of 
Russia's bilateral trade, gives Russia a 
strong grip on Scandinavia and reduces 
prospects for a powerful international 
trade organization based on multilateral 
trade. 

@ Russian interest is concerned with 
Soviet reconstruction rather than with 
American ideas about world trade. A 
desperate need for heavy machinery is 
showing up in Soviet demands for repa- 
rations and imports. Russia’s attitude 
toward the American trade proposals, in 
fact, has turned lately from indifference 
to open hostility. At Paris, Soviet rep- 
resentatives accuse the U.S. of advo- 
cating capitalistic imperialism under the 
guise of multilateral trade. 

@ Sweden’s problem is to appease her 
powerful neighbor on the East without 
alienating her traditional friends and 
customers on the West. 

Fear of Russia has increased in Stock- 
holm with Soviet expansion westward. 
Appearance of rockets in Swedish skies, 
presumably from Russian experimenters, 
has done nothing to lessen the fear. 

But economic motives are also pres- 
ent. Sweden is relying on Poland to sup- 
ply 4% million tons of coal a year for 
Swedish industries and homes. So far, 
Polish deliveries have been at only half 
that rate. It is feared that Russia could 
cut the Polish supply of coal off alto- 
gether unless she got what she wanted 
from Sweden. 

The Russian zone in Germany, in ad- 
dition, looks to the Swedes like a prom- 
ising market for exports. This zone, tied 
in with Russia proper, might fill the trade 
vacuum that has been left by the defeat 
of Germany. 

Sweden, consequently, is swallowing 
her fears and emphasizing her hopes as 
she prepares to do business with Russia. 
If the deal with Russia turns out to be at 
the expense of the West, Sweden charges 
it up to the necessities of the moment. 
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POLITICAL STRIFE AMONG BIG 3 
HAMPERS U.N.’S EFFECTIVENESS 


Smaller nations are forced to go 
along with U.S.-Britain or Russia. 
Major problems still are unsolved 


Reported from 
NEW YORK 


The United Nations is being cut 
in two by the politics of its founders. 
Willy-nilly, nations of the U.N. 
that are ready and willing to co-operate 
with one another are being forced to 
take sides with Russia or with U.S. and 
Britain, the three who created the U.N. 
Day by day, the organization is 
being drawn deeper into the bitter clash 
between these two factions. As long as 
this struggle on the top level continues, 
the U.N. will be unable to do the con- 
structive work for which it was planned. 
The cleavage within the U.N. is far 
greater than the two-party strife within 
the U.S. Congress or the British Parlia- 
ment. The political parties of the U. S. 
and Britain frequently work together for 
the best interests of the nation. No such 
unity has been achieved in the U.N. for 
the best interests of the world. 
What is happening is that the U.N. 





suffers from a fight comparable to the 
brawls of ward politics. The U.S. and 
Britain run the majority faction. Russia 
bosses the minority. Their efforts to get 
out their vote splits the U. N. 

@ The line-up thus formed is holding on 
all major issues. Deadlocks and bitter de- 
bates leading nowhere divide the U.N. 
from the smallest subcommittees to the 
Security Council itself. This is happening 
though the majority of the world’s peo- 
ples are aware that peace and security in 
the atomic age depend on unity. 

The clash is most evident in the Se- 
curity Council. A long succession of votes 
on major and minor issues shows how the 
11 states of the Council fall in line with 
the politics of the Big Three. 

The U.S. and Britain; in that order, 
lead the majority party within the organi- 
zation. Usually they vote together on 
major issues. On the rare occasions when 
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GROMYKO, CADOGAN AND JOHNSON: THEY SPEAK FOR RUSSIA, BRITAIN AND THE U.S. 


they have split in voting, they have diff- 
ered over methods rather than objectives. 

Such a division came over the request 
of the Ukraine, a member of the Soviet 
Union, that the Council hear its charges 
that the situation in Greece was a threat 
to peace and security. Britain, backed by 
the Netherlands, wanted to keep the 
charges out of the Council as unworthy of 
consideration. The U.S. held that the 
Council could not deny any state the op- 
portunity to present a case. 

When the question of hearing the 
Ukraine’s charge came to a vote, the 
U.S., France, Egypt, China and Mexico 
all voted with Russia and Poland to bring 
the case before the Council. But there 
the U. S.-British division ended and the 
usual 9-to-2 line-up became apparent. 
This is how the majority votes: 

Australia, which aspires to leadership 
of the small states in the world organiza- 
tion, is a frequent rebel from the ma- 
jority on minor issues but usually joins 
the U. S.-British bloc on major votes. 

France supported Russia’s efforts to 
obtain United Nations’ action against the 
totalitarian regime in Spain and voted 
with Russia to drop from the Council 
agenda the Iranian protest against 
Russia’s interference there. On both oc- 
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casions, the French delegate was moti- 
vated by the political position of the Paris 
Government, dependent on Communist 
support. Normally, France votes with the 
U. S.-British group. 

China, whose Government would like 
to prevent civil war with the Chinese 
Communists, if possible, sometimes ab- 
stains from voting, but is counted with 
the majority group and seldom votes with 
Russia. Even when Russia asked for a 
U. N. commission to investigate charges 
that British troops were fighting Indones- 
ians, the Chinese delegate expressed his 
sympathy for Indonesia’s hopes for in- 
dependence but did not vote. 

Mexico, though it sided with Russia on 
the Spanish and Indonesian questions, 
usually follows the U.S. So does Brazil. 

Egypt, now confident that she is to be 
fully independent of Britain, generally 
votes with her. Should the Palestine prob- 
lem reach the U. N., however, the Egyp- 
tians would side with other Arab states 
against Britain. 

The Netherlands, striving to hold her 
overseas empire against nationalist move- 
ments encouraged by Russia, almost in- 
variably follows Britain’s lead. 

Safe in this comfortable majority of 
nine votes, the U.S. and Britain can and 
do encourage individual demonstrations 
of independence by their seven allies. On 
major issues, the U.S. delegate, Herschel 
Johnson, and the British representative, 
Sir Alexander Cadogan, call for solidarity 
against the opposition. 

Russia leads the minority party of the 
U.N. Only Poland’s delegate on the Se- 
curity Council, Oscar Lange, generally 
follows the lead of the Russian delegate, 
Andrei Gromyko, on major issues. 

Lange, currently President of the Se- 
curity Council, follows his instructions 
from Warsaw as best he can within the 
limits of the Council rules. The President 
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can make minor decisions on procedure, 
but major decisions require a vote. Lange, 
and Gromyko who succeeds him, can ob- 
tain only small advantages for the Rus- 
sian bloc through the Presidency. 

Poland’s value to Russia as a Council 

ally is limited by the fact that Poland, as 
a nonpermanent member of the Council, 
has no veto. Russia holds the only veto 
in the minority group, while four states— 
the U.S., Britain, France and China—in 
the Anglo-American majority have the 
veto power. Russia's tactics as leader of 
the minority have led her to use the veto 
10 times in the Council before either the 
U.S. or Britain employed this power. 
@ Political maneuvering by both groups 
in the U. N: now follows a pattern that is 
turning the organization into little more 
than a debating society. 

On the offensive, Russia and her 
satellites are playing the major role. Most 
political cases brought to the attention of 
the Security Council have come from 
Russia, Poland or from a Russian satellite 
outside the Security Council. 

These satellites include the Ukraine 
and the Byelorussian Soviet Socialist Re- 
publics, both as much a part of Russia as 
Texas is a part of the U.S. Dmitri Z. 
Manuilsky, Ukrainian Foreign Minister, 
who attacked Britain and Greece in the 
Security Council last week, referred to 
“our great leader, Generalissimo Stalin.” 
Such satellites serve Russia well in the 
Council by bringing in another voice, 
though not another vote, in Russia’s 
favor. Neither the Ukraine nor Byelorus- 
sia are members of the Council, but any 
U. N. member can bring a case before it. 

Five political cases raised by the Rus- 
sian minority before the Security Council 
have put Britain on the defensive. The 
Council has been asked to get British 
troops out of Syria, Lebanon, Indonesia 
and Greece. The Ukrainian case against 
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Greece was in reality only a repetition of 
the previous Russian demand that Britain 
withdraw from that country. 

Russia's request that the Council get a 
report on armed forces in countries other 
than former enemy states is a call for data 
on U.S. and British troops in nonenemy 
countries. 

The gain, from Russia's standpoint, is 
that world attention is focused through 
the U. N. on areas where Britain and the 
U.S. appear at a disadvantage rather 
than on zones, like the whole of Eastern 
Europe, where Russia rules as_ she 
pleases. 

On the defensive against such tactics 
both inside and outside the U.N., the 
tempers of U.S. and British representa- 
tives have grown short. Deadlocks over 
the writing of the peace treaties and the 
future of Germany have led both the 
Americans and the British to threaten to 
dump problems of the peacemaking into 
the U.N., which is not equipped to 
handle them. 

Mutual suspicion and distrust block 

decisions at every turn. No trusteeship 
agreements have been reached that would 
enable the world organization to take 
over colonial areas and former League 
mandates. The U.N. has no “teeth” be- 
cause the powers have failed to agree on 
what land, sea and air forces shall be 
placed at its disposal. One of its commit- 
tees has agreed that there should be con- 
trols over atomic energy but has not been 
able to draft an agreement. 
@ The loss to the U.N. is incalculable. 
The same disunity and confusion that de- 
stroyed the League of Nations is in evi- 
dence everywhere. 

The fact is that, if the Big Three agree, 
there will be a strong U.N. capable of 
keeping the peace. Until the Big Three 
can get together, there will be no effec- 
tive United Nations. 
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‘WILDCAT’ STRIKES DEVELOPING 
INTO MAJOR PROBLEM IN BRITAIN 


Workers defy union leaders in fight 
for greater security. New issue of 
‘closed shop’ may involve government 


Reported from 
LONDON 


Labor unrest, manifested in a 
series of “wildcat” strikes called in de- 
fiance of union leaders, is causing con- 
cern in Great Britain. 

British strikes have not ap- 
proached the proportions they reached 
in the U.S. earlier this year, but “un- 
official” walkouts—where men leave their 
jobs against the advice of union officers 
—are building up to a major problem for 
Britain’s Labor Government. 

The “closed shop,” new to labor rela- 
tions in Britain, is the big issue now, 
and one that can involve the Govern- 
ment’s nationalization program. Recent 
strikes and labor disputes have upset 
meat distribution, blocked milk deliv- 
eries, cut gas supplies to the point where 
the wartime “blackout” returned to miles 
of streets and threatened to disrupt Lon- 
don’s transportation system. 

No major industry has been tied up 

through union-called strikes, such as 
those in the United States. The significant 
difference in Britain’s strikes is that 
rank-and-file workers are showing an 
increasing tendency to leave their jobs, 
frequently at a time when union leaders 
are in the midst of negotiations with 
management. 
@ Behind the strikes is the fundamental 
conflict between wages and prices, added 
to wartime inconveniences that still exist, 
reports E. J. Drechsel, staff correspond- 
ent of World Report in London. Drechsel 
says in a wireless dispatch: 

“Underlying many work stoppages is 
a basic economic unrest in Great Britain, 
due to the fact that wages for most 
workers have not kept abreast of prices. 
Other factors adding to the restlessness 
of workers are the long absence of vaca- 
tions, the retention of the 44-hour week 
in most industries and the shortage of 
decent housing for laborers.” 

Wages of British workers have risen 
65 per cent for men and 84 per cent for 
women since 1938, but demands for new 
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increases still underlie many of Britain’s 
labor disturbances. Another factor is a 
desire for security benefits, such as a 
guaranteed minimum wage, a 40-hour 
week and payments during sickness. 

@ Unofficial strikes are causing specula- 
tion in London whether labor leaders, 
now tied closely to the Labor Govern- 
ment, are losing their close link with the 
rank and file of workers. In the first six 
months of 1946, Britain experienced 
1,173 strikes. Most of them were small, 
but only one was called with official sanc- 
tion of the union leaders. 

Here are examples of the things Brit- 
ish workers strike for: 

Gas workers in London struck last 
month for a raise of four cents an hour. 
They did not have the backing of their 
union leaders. It was a week before the 
men returned to work. Meanwhile, the 
“blackout” returned to 1,400 miles of 





be 


_ 


—Press Association 


TRANSPORT UNION’S DEAKIN 
Leaders prefer negotiation 


London streets as gas supplies fell off. 
Hospitals, homes and hundreds of indus- 
tries had insufficient gas to meet their 
needs. 

Milk workers, striking for higher 
wages, tied up the main source of Lon- 
don’s milk supply for a time. 

Meat workers at London’s big Smith- 
field market walked off the job to protest 
the hiring of three nonunion laborers 
and for a time menaced the city’s meat 
supply. 

Dock workers at Southampton went 
on strike when the number of loading 
gangs on duty was reduced. 

Power workers at the London Elec- 
trical Supply Company walked out in 
dispute over the hiring of one man who 
had been expelled from the union. 

Freight workers on one railroad struck 
when two union men were threatened 
with prosecution by the company for 
stealing two tumatoes. 

Back of such walkouts, in many cases, 
is a history of slow negotiations over 
working conditions. In some instances, 
wage talks have gone on for months with 
little progress. An “unofficial” strike is 
called and agreement is reached in a 
week. This has become the pattern, and 
rank-and-file workers, recognizing it, are 
willing to risk what disfavor may come 
with public inconvenience to speed ac- 
tion on their complaints. 

Some union leaders regard the “wild- 
cat” strikes as a temporary adjustment 
in British labor and not as serious evi- 
dence of labor unrest or dissatisfaction 
of the workers with union leaders. Arthur 
Deakin, Secretary-General of the power- 
ful Transport and General Workers Un- 
ion, told Drechsel: 

“We deprecate unofficial strikes. We 
believe in using the machinery of nego- 
tiation, laboriously built up over a period 
of years, which we consider the best in 
the world. 

“Unofficial strikes arise from time to 
time for the reason people become impa- 
tient and incensed by the inability to 
get those adjustments to which they feel 
entitled. It is a passing phase which will 
be effectively met by educational work.” 
@ The closed shop, seldom a factor in 
labor-management negotiations in Great 
Britain, is adding a new note to London's 
labor picture. It may become the basic 
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ARMY TRUCKS REPLACE BUSSES 


Transport strikers won a “closed shop” 


issue that will bring the Labor Govern- 
ment and its nationalization program 
into the situation. 

The start toward demands for the 
closed shop came in small and sporadic 
strikes, the result of workers leaving 
their jobs to protest the hiring of non- 
union men. 

The issue came out in the open in a 
labor dispute involving London’s city 
transportation system, a public utility 
operated by the London Passenger 
Transport Board. Members of the big 
Transport and General Workers Union 
refused to work with members of the 
National Passenger Workers Union on 
London’s busses and trams. 

Faced with the possibility of a trans- 
portation tie-up, the Transport Board 
granted the Transport and General 
Workers Union a “closed shop” and 
ordered the dismissal of members of the 
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LONGSHOREMEN QUIT FOR SECURITY 


other union unless they joined the 
TGWU. 

The precedent, thus, was set for a 
spread of “closed shop” negotiations, 
even though officials of the Transport 
and General Workers Union have never 
set a policy on the principle of the closed 
shop. What made the bus decision im- 
portant was the fact that the closed shop 
was granted by a publicly-owned utility. 
Public ownership for major industries is 
the goal of the Labor Government's 
nationalization program. 

Discussing the “closed shop” question 
after the bus decision, Charles Dukes, 
Chairman of the Trades Union Congress, 
said Britons could not have the. advan- 
tages of a highly organized industrial sys- 


tem and still allow “dissident elements” 


to interfere with majority decisions. 
The London Times said in an edi- 
torial: 


Reduction in force closed up Southampton 


“To make membership in one par- 

ticular union the sole passport to work 
in a particular industry, with incapacity 
to obtain employment the only alterna- 
tive, is indeed a grave social decision 
requiring the most powerful and cogent 
arguments of individual as well as social 
advantage before it can be justified.” 
@ The future is expected to intensify 
the “closed shop” issue. Meat workers 
and amusement workers have announced 
plans to ask for a closed shop in their 
dealings with private management. 

The Government is likely to become 
involved. There is evidence now that the 
miners’ union will make union member- 
ship a condition of employment in its 
dealings with the Government's National 
Coal Board, which controls Britain's 
mines. Since the Government now owns 
the mines, it will have to take sides on 
the issue dividing British workers. 
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ITALY BEING HELPED 


BY A HUGE WAR BILL 


Britain is outmaneuvering Russia 


by making reparations too large, 
thus forcing a general reduction 


Reported from ROME, 
LONDON and WASHINGTON 


Democratic Italy sees hope for 
recovery in a growing reparations bill 
which she will never be able to pay. 

This strange situation arises from 
maneuvering by Russia and Britain. Rus- 
sia would like to see the noncommunist 
Government in Rome out of office. Britain 
wants the same Government to lead 
Italy toward recovery. 

Reparations claims against Italy 
now exceed her national wealth. Britain’s 
huge bill of $11,520,000,000 raised the 
claims to this altitude. Now the victor 
powers, including Russia, are forced to 
reconsider their claims in the light of 
Italy’s ability to pay. Italy stands to gain. 

Even if everything of value were taken 
out of Italy, leaving nothing for 45 million 
Italians, Italy could not pay the amount 
now asked in reparations. The United 
States, moreover, has warned Italy that 


the loans she needs for recovery cannot 
be made until reparations agreements 
are reached. 

@ Russia was the first to ignore Italy’s 
ability to pay. The Russian demand for 
reparations out of Italy’s current produc- 
tion kept the Foreign Ministers’ Confer- 
ence in Paris deadlocked for weeks. An 
agreement finally was reached to give 
Soviet Russia 100 million dollars from 
all Italian sources over a period of seven 
years. 

Italy still must face the possibility that 
Russia will ask payment of this sum 
in goods essential to Italian recovery. 
Meanwhile, Italian Communists, who get 
their orders from Moscow, are demanding 
higher wages for workers. The Govern- 
ment of Premier Alcide de Gasperi, des- 
perately fighting inflation; has watched 
other states, encouraged by Russia's 


Reparations Claims Against Italy 





12 ¢« WORLD REPORT 


44 Mn 
anos ve 


ALBANIA $1.1 BILLION 


Copyright, 1946, by World Report 





stand, swell the reparations claims against 
Italy. 
@ The bills presented to the Italian 
Economic Commission of the Paris Peace 
Conference are not based on _Italy’s 
capacity to pay. Even a fraction of the 
sums asked could not be met by Italy 
unless the U.S. and Britain footed the 
bill with loans. 

Neither Great Britain nor the United 
States are willing to finance reparations 
for their allies. So, they examined the 
itemized bills presented. What they 
found was this: 

Greece claims 6 billion dollars, more 
than 10 times the Greek public debt be- 
fore the war. 

Ethiopia, whose natives met Fascist 
Italy with spears and muskets in 1935, 
figured the reparations due her on the 
basis of $50 for each of the 13 million 
animals she says the Italians took and 
$400 for each of the 760,300 Ethiopians 
reported killed in war. The result, with 
other charges, came to nearly one billion 
dollars. 

Albania, briefly a part of the Fascist 
Empire, asked more than a billion dollars 
—more than $1,000 for each Albanian. 

Yugoslavia, Russia's ally in the Bal- 
kans, demanded $1,300,000,000. 

To pay such bills, the Italian people 
would be on a starvation diet for genera- 
tions. But Russia already has rejected an 
Australian proposal that a committee of 
experts be set up to determine how Italy 
should pay such reparation bills as might 
be approved. So the U.S. and Britain 
have decided to obtain a reduction from 
the new claims by raising the reparations 
bill to an absurdity. 

The U.S. has figured the cost of its 
war on Italy at 19 billion dollars. U. S. 
Secretary of State James F. Byrnes has 
declared publicly the U.S. seeks neither 
territory nor reparations. - Britain has 
made no such pledge. 

Britain, therefore, has filed a formal 
claim for 11% billion dollars. Premier de 
Gasperi was told privately that Britain 
actually is interested only in 44 million 
dollars worth of Italian assets in Great 
Britain. But Russia and the other claim- 
ants to reparations recognize the British 
claim for what it is—a maneuver to 
force a realistic appraisal of Italy’s ability 
to pay. 

@ What Italy will pay when all demands 

are hammered down to the minimum, 
may be as much as 500 million dollars to 
one billion dollars over a 20-year period. 
Even such payment depends on the 
ability of Italy’s new leaders to save the 
country from inflation. To do this, they 
seek U.S. and British help in restoring 
Italian economy. 
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Britain is in business or travel, the 
Chase, the oldest American bank- 
ing organization in London, with 
three centrally located branches, 
and British correspondent banks 
throughout the United Kingdom, is 


admirably equipped to serve you. 


Chase officers are in close touch 
with commercial and financial de- 
velopments in Great Britain and, 
as a result, are in a position to be 
of particular assistance at this time 


to Americans who have British 
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on trade or travel in Great Britain, 
you are cordially invited to consult 


our Foreign Department officers. 


These facilities are also at the dis- 
posal of Chase correspondent banks 
in the United States and often en- 


able them to broaden their own 
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When in London, make the Chase your financial headquarters, 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


HEAD OFFICE: Pine Street corner of Nassau 
Member Federal Deposit Insurance Corporation 
LONDON—6 Lombard Street « 51 Berkeley Square ¢ Bush House, Aldwych 
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MAKING A DEMOCRACY OF JAPAN 
IS DELAYED BY ECONOMIC PAINS 


Industrial recovery is retarded 
by reparations. Agriculture and 
fishing lag far behind normalcy 


Reported 
from TOKYO 


Occupation authorities in Japan 
now are entering what may be the test 
year in their goal to build a friendly 
democracy in the land of the former 
enemy. 

An undercurrent of controversy 
between Russia and the U.S. over the 
future of Japan is complicating the U. S. 
aim of making the Japanese self-sufficient. 
This controversy, if it comes to a show- 
down, can bring major changes in U. S. 
policy. 

What lies ahead for Japan’s 75 million 
people, thus, becomes important to all 
the world. A start toward the goals set 
by the U.S.—a democratic, reasonably 
prosperous Japan closely tied to America 
—has been made in the first year of occu- 
pation. The second year can determine 
whether these goals can be attained. 

@ Postwar Japan, as patterned by the 
U.S., shows up in an analysis of what 
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COMMUNIST EXILE GREETED ON RETURN TO TOKYO 
Toshio Shiga, Sanzo Nosaka, who left Japan in 1931, and Kyuishi Tokuda 


has been done so far and what is planned 
for the future. 

In government, the Japanese may pass 
from the rule of the Allied powers into 
a constitutional democracy during the 
next 12 months. The country now is 
operating under the old Imperial system, 
but a new Constitution, drafted by the 
Occupation Government, will be sub- 
mitted to a public vote. Under the Con- 
stitution, the Emperor is to become a 
figurehead, sovereignty will go to the 
people with a bill of rights to guarantee 
individual liberty. 

Industrial recovery must wait for the 
settlement of reparations. Japanese indus- 
try has been slow to get into production 
so far because the owners do not want to 
rehabilitate plants, only to lose them in 
reparations claims. 

Preliminary plans now indicate that 
Japan’s industry will be scaled down by 


the Allies to the output it averaged be- 
tween 1931 and 1933. Such a program 
will allow the Japanese to produce an- 
nually 3% million metric tons of steel, 2 
million tons of pig iron, 350,000 machine 
tools, 150,000 tons of merchant shipping, 
720,000 tons of caustic soda and 350,000 
tons of sulphuric acid. 

But Japan, now, is far from attaining 
even that limited production. The steel 
industry in June, for example, was pro- 
ducing at an annual rate of 252,000 tons 
and caustic soda was being produced at 
a rate of 30,000 tons annually. 

Coal production, vital to all industrial 
recovery, is less than half of prewar, held 
down partly by a shortage of miners. 

Under present occupation plans, 
Japan's industry is expected to revive 
rapidly, once the reparations claims have 
been settled, but it will be a long time 
before plants are working at normal 
peacetime levels. 

Commerce with other countries is to 
be encouraged by occupation authorities, 
but only a small start has been mac_ so 
far and Japan never will be permitted 
to return to the important role she played 
in world trade before the war. 

Under the guidance of the Occupation 
Government, the Japanese now are ship- 
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ping out raw silk, small quantities of 
silk and cotton: textiles, and carefully 
selected manufactured products. Ship- 
ments now are going at the rate of 10 
to 15 million dollars a month. 

Eventually, Japanese exports are to be 
raised to about 35 million dollars month- 
ly. With that much trade, occupation 
officials believe the Japanese can earn 
enough to pay for necessities that they 
cannot produce at home. All inter- 
national trade now is being handled 
through the Occupation Government. No 
decision has yet been made on when, and 
under what conditions, Japan will be al- 
lowed to trade more freely on world 
markets. 

The fishing industry, once one of the 
biggest segments of Japan’s economy, 
has made a beginning toward recovery, 
but complications brought on by the war 
may retard for years the goal of the 
Japanese themselves to get the catch for 
domestic consumption back to prewar 
levels by 1950. 

For one thing, the Japanese now are 
barred from the Siberian waters where 
floating canneries once fished and packed 
the commercial catches the Japanese sold 
all over the world. Russia _ certainly 
will not be inclined to permit Japan’s 
fishing boats in Russian waters if the 
Soviet thinks occupation policy has set 
up in Tokyo a government unfriendly 
to Moscow. 

Agriculture, the foundation of Japa- 
nese economy, is lagging now, making it 


necessary to ship food in to feed the. 


former enemies. It is unlikely that farm 
production can be restored to prewar 
levels for many years, due to the shortage 
of manufactured fertilizer. 

An attempt is being made now to 
increase the present 15 million acres 
of tilled land to more than 18 million 
by 1950. Occupation authorities, mean- 


JAPANESE PREMIER WITH POLITICAL LEADERS 
Shigeru Yoshida (left) confers with Baron Kijuro Shidehara and Kanehiko Yamamoto 


while, are requiring the Japanese Govern- 
ment to adopt a program of land reform 
intended to encourage small farmers. 
About two thirds of the rented farm acre- 
age is to be requisitioned, paid for with 
Government bonds and turned over to 
the three million tenant farmers who will 
be given 30 years to pay for the land. 

But these programs cannot solve Ja- 
pan’s basic farm problem. There is not 
enough arable land in Japan to support 
the population. Even if farm production 
now stood at a prewar level, the Japanese 
would have to import 50 million bushels 
of rice annually. 

By 1950, the Japanese population will 

be 80 million, and requirements for rice 
alone will be 430 million bushels. But 
production, even if present plans are 
carried out fully, will not exceed 350 
million bushels. 
@ Resettlement of the Japanese popula- 
tion after the war is proving more difficult 
than the repatriation of soldiers and 
civilians who were left abroad when the 
conflict ended. Millions of persons fled 
from Tokyo, Yokohama, Osaka and other 
large cities that were fire-bombed in the 
last months of warfare. Roughly one third 
of them remain in the small towns and on 
the farms. 

Nearly 5 million servicemen and civil- 
ians who have been repatriated are add- 
ing to the figure for the unemployed, 
which in the early summer was estimated 
at more than 8 million. Nearly a million 
fighting men and an undetermined num- 
ber of civilians still are being held by 
Soviet authorities, and their return, if 
they are released, will aggravate the 
problem. 

An estimate worked out by the Min- 
istry of the Interior indicates that the 
Japanese population will be resettled by 
1950, when the total inhabitants will be 
about 80 million. Of the working popu- 
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lation, which will then number about 38 
million, about 16 million will be en- 
gaged in agriculture and forestry, 600,000 
in fishing, 6,300,000 in industry, about 7 
million in road building and construction 
and 5 million in commerce. It is estimated 
that there will be about 2% million un- 
employed. Somewhat less than half of the 
total population will be living in the 
cities. 

@ Politics and strategy are to be the 
chief elements determining the course of 
Japanese occupation during the second 
year. General of the Army Douglas Mac- 
Arthur has made it plain that the U. S. 
regards Japan, because of her strategic 
location, as a potential bulwark for peace 
or a springboard for war, depending on 
how the Japanese Government goes. 

That Government now is in the hands 
of conservative reactionaries, men like 
Premier Yoshida, supported by Baron 
Kijuro Shidehara and Kanehiko Yama- 
moto who long have been devoted to the 
Japanese feudal system. Yoshida’s Cabi- 
net is being relied upon to bring about 
the political reforms demanded by U. S. 
occupation forces. 

At the same time, the Cabinet is the 
target of Russian attacks which are aimed 
indirectly at U. S. policy. Communists in- 
side Japan, led by Kyuishi Tokuda, Sanzo 
Nosaka and Toshio Shiga, are criticizing 
the proposed democratic Constitution, 
and demanding that the Emperor be re- 
moved from the Government. Although 
the Communists are a small minority, 
they are carrying on their campaign with 
the knowledge that the Yoshida Cabinet 
has been shown in polls of public opinion 
to be unpopular with a majority of 
Japan’s citizens. 

Communist p:essure is not likely to 
succeed in altering U.S. occupation poli- 
cies in Japan. However, it can slow the 
pace with which they are carried out. 
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RETURN OF KING INTENSIFIES 
STRUGGLE TO CONTROL GREECE 


Nation’s strategic position makes it 
major stake in big powers’ battle 
for the Eastern Mediterranean 


Reported from ATHENS, ANKARA, 
LONDON and NEW YORK 


Events in Greece now are show- 
ing that the September 1 plebiscite that 
gave King George II a mandate to re- 
turn to his throne has only sharpened 
the struggle between the big nations of 
the world to control the future of Greece. 

The United States, Great Britain 
and Russia continue to vie for strategic 
position in the pauper peninsula. A 
struggle that began in earnest while 
Greece was still Nazi territory now 
moves into another and more dangerous 
phase. 

Surface indications of the struggle are 
these: 

The U. S. displays naval power at the 
port of Athens, through a “good will” 
visit of the aircraft carrier Franklin D. 
Roosevelt and escorting warships. 

Britain will maneuver her Mediter- 
ranean Fleet this month off the Greek 
coast. Plans are being drawn up at the 
War Office to evacuate British troops 
from Greece, but naval vessels will dem- 
onstrate Britain’s continuing interest in 
what happens there. 

Russia, with no troops or warships in 
the Mediterranean, is using diplomatic 
weapons. The Russian Ambassador has 
been recalled from Athens to show dis- 
pleasure with the plebiscite that gave 
the monarchy a majority of better than 
70 per cent. At the Paris Conference, 
the Russian delegation attacks the Greek 
Government as a warmonger and sup- 
ports the claim of Albania and Bulgaria 
against Greece. In New York, the 
Ukraine tells the United Nations Se- 
curity Council that the Government of 
Greece is a danger to peace in the Bal- 
kans. Also in the U.N., Russia calls for 
an accounting of occupation troops on 
the soil of‘ Allied nations, an undisguised 
jab at British troops in Greece. 

Inside Greece, the left-wing parties, 
led by the EAM-ELAS, protest that the 
plebiscite results were not fair. Civil war 
continues between roving bands of mon- 
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archists and Communist supporters, tak- 
ing a high toll of Greek lives each week. 
«| Big-power interest comes from the 
fact that Greece is the only nation in 
the Balkans not dominated by Russia. 
The Soviet Union and her friends in 
Eastern Europe are determined to extend 
their control to Greece. The U. S., Great 
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RUSSIA USES THE U. N. TO PROD GREECE 


Britain and the Royalist Government of 
Greece are determined to keep the Rus- 
Sians out. 

The stakes of this struggle are high: 

Balkan lever. The Northern frontier 
of Greece runs through the mountainous 
melting pot of the Balkans, cradle of 
extreme brands of political violence. In 
this area live Albanians, Greeks, Yugo- 
slavs, Macedonians and Bulgarians. A 
Russian-inspired philosophy has split 
these mingled races into two camps. The 
Slavs, the Albanians and some of the 
Greeks are wedded to the idea of broad- 
ening a Slav federation, led by Marshal 
Tito of Yugoslavia, into a Balkan league 
that would cover all Eastern Europe 
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Ambassador Dendramis (left) and Ukraine’s Manuilsky (right) 
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from the Danube Valley to the Mediter- 
ranean. 

This huge bloc of land would follow 
the lead of Moscow. Greece, as a hold- 
out country, is keeping this Pan-Balkan 


dream from becoming a reality. In the 


struggle to achieve it, Balkan minorities 
inside Greece are useful weapons to Tito 
and his Russian mentors. In the struggle 
to prevent it, Greek minorities inside Al- 
bania are useful to the Royalist leaders 
of Greek nationalism. 

Thus, Greek claims to the Province of 
Northern Epirus are designed to weaken 
the Albanian Government, headed by 
Communist Premier Enver Hoxha. Greek 
claims to reparations and a better frontier 
from Bulgaria are planned to cut down 
that country to more manageable size. 
Counterclaims against Greece by Albania 
and Bulgaria are levers with which to pry 
Greece into the Pan-Balkan camp. 

Pressure on Salonika. The long Eastern 
coast of Greece and hundreds of small 
Greek islands make it possible for the 
gation that holds Greece to hold the 
..egean Sea, an approach to the Mediter- 
ranean. Salonika, an excellent naval base, 
is a hub of this Aegean strategy. 

Greek Royalists do not hide their con- 
cern at results of the September 1 pleb- 
iscite, which showed that Salonika voted 
monarchist by only a fractional margin. 
The key port has long been a hotbed of 
Pan-Balkan agitation. It is the real prize 
Bulgaria seeks in asking for a “window” 
on the Aegean. If Salonika fell into Slav 
hands, Eastern Europe would have a 
naval base an overnight sail from the 
Mediterranean. 

Key to Trieste. The struggle between 
Yugoslavia and Italy—actually between 
Russia and U.S.-Britain—for control of 
Trieste, has a very real meaning for 
Greece. Any overseas shipping entering 
or leaving Trieste must pass along 
Greece's Western coast line and near the 
Greek island of Corfu. Albania, friendly 
to Russia, controls the Northern ap- 
proach to the narrows between Greece 
and Italy, but the Southern approach is 
in the hands of Greece, friendly to the 
Western powers. Extension of Soviet 
control to Greece would give Russia full 
possession of this key to the Adriatic. 

Base for Britain. Britain has a defen- 
Sive interest in Greece. Britain in war- 
time always has counted on basing war- 
ships at the Greek ports of Salonika, 
Piraeus, PAatrai, Kalamai and Hera 
Kleion. Britain in peacetime always has 
trained Greek naval officers, maneuvered 
off the Greek coast, built Greek naval 
vessels, maintained the closest relations 
with the Greek Navy. 

The Greek peninsula juts deep into 
the Mediterranean, to the latitude of 
Tunis. Award of the Dodecanese Islands 
to Greece by the Big Four foreign min- 
isters extends Greece’s frontiers almost 
to the Near East. In the hands of a 
friend, Greece can be a sprawling base 
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to protect the lifelines of the British 
Empire. In unfriendly hands, Greece can 
threaten movements of British ships 
through the Mediterranean. 

Dardanelles neighbor. Greece is much 
involved in the struggle by Russia for a 
share in control of the Dardanelles 
Straits that separate European from 
Asjatic Turkey. Russia is making a bid 
for control of the only waterway from 
the Black Sea to the Aegean. The U. S. 
and Britain oppose Russia’s aims. Greece 
is a signer of the Montreux Convention 


‘ regulating use of the Dardanelles, a 


document Russia now wants to revise, 
without Greek representation. 

Greece and Turkey stand out sharply 
in that part of the world as the only two 
nations where anticommunist govern- 
ments are in control. A swing to the 
Left in Greece would leave European 
Turkey virtually encircled by pro-Rus- 
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sian governments. Russia would be one 
step closer to control of the Dardanelles. 

Turkeys Government expresses de- 

light that King George has been re- 
turned to his throne by the Greek 
plebiscite. Turks know that a triumph 
for Communism in Greece would make 
Turkey's position at the Dardanelles 
very lonely. 
@ Such high stakes explain why Russia 
is using every available forum to de- 
nounce the Royalist Government of 
Greece; why Greek Communists still are 
fighting the plebiscite, though the bal- 
lots are in; why Britain goes to every 
length to defend her occupation record 
in Greece. 

The struggle over Greece involves the 
country’s unique facilities as a base for 
political and military activity from the 
heart of the Balkans to the center of the 
Mediterranean. 
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TOURIST DOLLARS SPENT ABROAD 
WILL STIMULATE U.S. EXPORTS 


Coming boom in vacation travel 
to be vital factor in world trade, 


helping debtor nations repay loans 


Reported from LONDON, 
MEXICO CITY and WASHINGTON 


The U.S. tourist soon is to be- 
come a major factor in world trade. A 
travel boom is developing, and Amer- 
icans, as in the past, will be the biggest 
spenders. They are expected to be buying 
abroad at the rate of 1% billion dollars 
a year by 1950. 

Dollars used by tourists stimulate 
U.S. exports and help other countries 
pay back their loans. In some areas, 
notably the Caribbean, the whole eco- 
nomic pattern may be altered. 

The imminent boom in the tourist 

industry will rest firmly on American 
spending. Because of the war, few Euro- 
peans can afford the luxury of travel for 
pleasure. Some countries are restricting 
their citizens’ purchases abroad in order 
to conserve funds for more urgent uses. 
A British tourist, for example, can take 
only $300 out of the country. U.S. 
travelers, on the other hand, have plenty 
of money. 
@ In the Western Hemisphere, tourist 
spots are gathering in dollars because 
travel to other areas, except for business 
reasons, still is next to impossible. The 
U.S. Department of State refuses pass- 
ports for pleasure travel in Europe or 
the Orient. Transportation and living 
accommodations are too disrupted. 

Canada, always a favorite of U.S. 
tourists, is swamped this year with vaca- 
tionists from the States. Tourist traffic 
by automobile from the U.S. into Can- 
ada during the first half of 1946 was 
more than double the volume for the 
same period of 1945. 

The Dominion Travel Bureau esti- 
mates the number of U.S. visitors this 
year will be about 20 million, not count- 
ing those who remain less than 24 hours. 

U.S. travelers will spend about 300 
million dollars this year in Canada. The 
tourist trade has become Canada’s most 
profitable “export” business, outranking 
sale of gold to the U.S. and wheat to 
Britain. 
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Mexico also is enjoying a tourist boom. 
The number of visitors from the U. S. 
has increased sharply in the last ten 
years. The vacation business rapidly is 
becoming a leading industry south of 
the border. Despite wartime difficulties, 
U.S. visitors to Mexico have averaged 
around 100,000 annually during recent 
years. This year the figure is expected 
to be well over the 1941 peak of 155,000. 

In 1946, the tourist industry in Mex- 
ico will take an estimated 125 million 
to 150 million dollars from U. S. travel- 
ers. The record flood of dollars is an 
important factor in strengthening Mex- 
ico’s financial position and in stimulating 
Mexican purchases in the U.S. 

The Caribbean has possibilities for 
great expansion of its tourist trade. The 
Caribbean Commission, which repre- 
sents the Caribbean possessions of the 
United States, Great Britain, France and 
the Netherlands, is pioneering a plan 
to establish a large-scale tourist in- 
dustry in the West Indies as a partial 
solution to the area’s serious problems 
arising from overpopulation and a one- 
crop economy. 

The Commission believes the area has 
a potential of 600,000 visitors a year, 
which would add an estimated $60,000,- 
000 a year to its income. Large-scale 
development of a tourist trade might 
alter the whole pattern of Caribbean 
economy, lessening the area's depend- 
ence on sugar and providing year-round 
employment to thousands who now re- 
main idle six months of the year while 
sugar cane is not being harvested. 

The Caribbean Commission has called 
a conference to open in Brooklyn, Sep- 
tember 30 to co-ordinate advertising 
campaigns, to simplify passport regula- 
tions and to expand transportation and 
hotel facilities. The Commission hopes a 
full-time tourist expert can be kept trav- 
eling in the “.wibbean area to coach 
hotel manzzcincats and other enterprises 


on how to adjust their business to attract 
American visitors. 

Promoters of vacationing as a major 
industry in the West Indies believe such 
a development would bring far-reaching 
benefits. It would involve permanent 
improvements in highways, airports, 
transportation, hotels and health and 
sanitary conditions. Local farmers, fish- 
ermen and dairymen would have to in- 
crease and improve their output. Handi- 
crafts would give part-time employment 
and increased security to many of the 
islanders. Such changes would benefit 
the entire community. 

South America expects a sharp rise 
in tourist business when more passenger 
vessels and airplanes go into operation 
next year. Some countries, notably Brazil 
and Chile, have tried hard to propa- 
gandize their vacation attractions for 
several years. But distance and inade- 
quate transportation in the past have 
discouraged many travelers from visiting 
South America. 

Just before the war, less than 3 per 
cent of the expenditures of U.S. tourists 
abroad went to South America. Distance 
is the biggest drawback. That is why in 
1938 U.S. travelers spent $13,000,000 
in Cuba, but only $8,000,000 in the 
whole continent of South America. The 
great cities of South America are about 
twice as far as Europe from the U.S. 
@ In Europe, tourist trade can mean 
the difference between prosperity and 
depression. In Switzerland and France, 
vacation travel is a leading industry with 
an important place in the national econ- 
omies. 

Beginning next year, European coun- 
tries are to make a strong bid for U.S. 
tourists. The U.S. has loaned Europe 
about 7 billion dollars since V-J Day. 
A large part of the dollars to pay back 
these loans will have to come from the 
sale of goods and services. Traditional 
areas for tourists like Southern France, 
Switzerland and Italy, now must look 
to the U.S. to make up for the loss of 
vacation trade from Germany and other 
areas impoverished by the war. 

Before the war, about two thirds of 
all the money spent abroad by U.S. 
tourists went to Europe. If the same pro- 
portion again prevails, U.S. travelers 
may be taking a billion dollars a year to 























Europe by 1950. This would not be 
enough to balance trade with the U. S., 
but should be a major factor in Europe’s 
ability to pay back her debts. Heavy 
spending abroad by vacationists will help 
reduce the risk involved in U.S. loans 
to Europe for reconstruction. 

Britain, as the world’s biggest debtor, 
is to make a strong bid for dollars. The 
British Travel Association is hoping for 
400 million dollars worth of business a 
year from visitors from other countries. 
A high proportion of this will be dollars. 
Before the war, more U. S. travelers vis- 
ited England than any other country in 
Europe. 

Britain desperately needs tourist trade 
to help meet the import surplus that is 
expected to develop in the next few 
years. But the lack of passenger ships, 
hotel accommodations, food and inland 
transportation has obliged the Govern- 
ment to postpone its vacation promotion 
until next year. 

One of the greatest backlogs of tour- 
ists in the world is represented by the 
thousands of people in the dominions 
and colonies who are waiting to visit 
England, and people in England who 
want to travel to various parts of the 
Empire. 

In 1938, the last full year of peace, 
Britain was host to 720,000 visitors who 
spent $150,000,000. About a third of 
these were from points in the British 
Empire. 

France, in her best year, earned $320,- 
000,000 from pleasure-seeking visitors. 
The tourist industry of France is be- 
ginning its comeback this year, catering 
principally to British vacationists in Nor- 
mandy and Brittany. The industry hopes 
to take in 75 to 85 million dollars worth 
of badly needed exchange this year. Next 
year will see a full-scale effort to lure 
travelers from the U. S. 

Switzerland’s tourist trade is flourish- 
ing again, with travel-hungry English- 
men compensating for the loss of vaca- 
tionists from continental Europe. About 
50,000 Britishers are visiting Switzer- 
land this year. 

Except for U.S. soldiers on leave, 
few Americans will be able to get to 
Switzerland before next year. American 
GIs from occupation forces have spent 
an estimated $2,200,000 there in the last 
year. 

Italy is certain to try hard for a share 
of the tourist dollars, which she desper- 
ately needs for reconstruction. In the 
peak year of 1929, visitors accounted 
for 16 per cent of all Italian “exports,” 
bringing in a total of 125 million dollars, 

The boom in world travel has hardly 
begun. For the time being the areas 
of most intense activity will be those 
adjacent to the United States. But, by 
next year, Europe will begin to open up 
and American dollars will flow in with 
the resumption of U.S. travel on the 
Continent. 
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GI’S ON LEAVE ARE BIG SPENDERS IN EUROPE 
Civilians still are restricted to Western Hemisphere 


—Triangle 





—Bilack Star 


SEPTEMBER 17, 1946 @ 19 











U. S. BUYING OVERSEAS REACHING 


A NEW HIGH IN DOLLAR VALUE 


Record of $5,278,000,000, set in 1920, 
is due to be surpassed by end of 1946. 
Luxury items are in strong demand 


‘The things the American people 
are buying from the rest of the world now 
are pushing U.S. purchases toward rec- 
ord levels in dollar value. 

The long-standing record for im- 
ports, $5,278,000,000 in the year 1920, 
is due to be eclipsed by overseas pur- 
chases this year, and a new peak rate of 
$5,750,000,000 a year is foreseen by 
mid-1947. 

Striking feature of the present and 
prospective imports is the high dollar 
value position that such luxury items as 
furs and precious stones occupy, while 
prewar leaders like silk, rubber and tin 
show a drastic loss of ground. 

The vast purchasing power now avail- 
able in the U.S. is responsible for the 
sharp advance in the buying of luxury 
items from other countries. The decline of 
the imports they are displacing can be 
traced to war-disrupted production, the 


Coffee, sugar, raw wool, paper and 
paper manufactures, furs, precious stones, 
wood pulp and other paper-base prod- 
ucts, raw silk, rubber and petroleum. 

This represents a noticeable change 
from the alignment at the end of the 
°20s, when the leaders ranked in this 
sequence: 

Raw silk, coffee, rubber, sugar, paper 
and paper manufactures, copper, petro- 
leum, furs, wood pulp and paper-base 
products and tin. 

The explanation for the altered line-up 
is not hard to determine from the com- 
modities involved. 

Coffee and sugar long have been two 
of the major U. S. imports and are to re- 
main so. The high level of prosperity pre- 
vailing in the U.S. has boosted coffee 
consumption and will keep it there while 
prosperity continues. The story in sugar 
will be the same, as soon as the supply 


situation improves during the first half of 
next year. The U.S. has the money and 
the taste to use more sugar, both in the 
home and industry, once larger stocks 
are available. 

Estimates place the annual import rate 
for coffee at 450 million dollars by mid- 
47, with sugar at 325 million dollars. 
These new totals compare with those at 
the end of the ‘20s, when coffee imports 
had a dollar value of 302 millions and 
sugar 209 millions. The new high ex- 
pected in the payments for sugar involves 
an extremely sharp rise in the first half 
of next year, for rationing and short 
supplies are to hold sugar imports at 
the prevailing rate of 200 million dollars 
for the remainder of this year. 

Raw wool has moved into No. 3 posi- 
tion on the import list from the No. 11 
place it long occupied. The advance is 
due primarily to the unprecedented de- 


‘mand for clothing, but there also is a 


strong market for rugs, house furnishings 
and upholstery fabrics, all of which re- 
quire wool. Schedules for the next nine 
months show that unprocessed wool is to 
arrive at an annual rate of more than 
300 million dollars, as compared with 87 
millions two decades ago. 





competition of synthet- 
ics, or a combination of 
the two. 

Obviously, the dollar 

value of all imports has 
been swollen by price 
increases that have 
boosted the cost of 
many commodities as 
much as 50 per cent. 
However, even if the 
maximum increase be 
applied to the entire list, 
it is plain that U. S. im- 
ports now are exceeding 
in quantity those of 
1937, considered a rep- 
resentative prewar year, 
when the import val- 
uation was $3,084,- 
000,000. 
@ The “Big 10” of 
U.S. imports now and 
in the months ahead 
line up in this order 
when measured by dol- 
lar value: 
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TREND OF U.S. IMPORTS 


$5,278 Million 
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Paper products and base stocks, like 
coffee and sugar, are two fixtures of long 
standing on the list of leading imports. 
Paper and paper manufactures now hold 
fourth place and will reach an import rate 
of 2S6 million dollars annually by mid-’47, 
compared with 163 millions in the late 
"20s, when they ranked No. 5. Paper-base 
stocks, such as wood pulp, used to rate 
No. 9, with an annual value ot 118 mil- 
lion dollars, but now occupy the No. 7 
position, with an estimated yearly value 
of 207 million dollars at the predicted 
peak in 1947. The accumulated demands 
of the war years and an upward trend in 
prices assure a strong market for some 
months to come. 

Furs are now in fifth place on the im- 
port list, their current value being esti- 
mated at the rate of 270 million dollars 
annually. This is more than triple the 
total in years immediately preceding the 
war, and double the figure for the luxury 
year of 1929, when fur imports occupied 
eighth place. No important decline in 
fur imports is likely during the next year, 
for a prosperous U. S. can be expected to 
maintain a strong demand for furs and 
other luxury products. 

Precious stones and imitations, a siz- 
able, though not a major, import before 
the war, have advanced under the double 


stimulus of luxury demand and industrial | 


demand. Imports have reached the an- 
nual rate of 230 million dollars and are 
expected to go to 240 millions. This is far 
beyond the level of 50 million dollars in 
1937 or 80 millions in 1939. The flourish- 
ing trade in jewelry accounts for a large 
part of the increase, but it also reflects an 
expanding demand from manufacturers 
for industrial diamonds for cutting pur- 
poses. 

Raw silk and rubber, the two biggest 
casualties of the war, momentarily are 


held down by production difficulties so 
that imports are limited by available sup- 
plies. The backlog of demands for both 
products in the U.S. promises substantial 
imports as production is restored, but, 
once the backlog is liquidated, silk and 
rubber face not only a thinner market but 
the competition of the well-established 
synthetics developed during the last 
decade. 

Silk imports currently are at an annual 
rate of close to 175 million dollars—far 
below the 1929 peak of 432 millions. The 
present import rate of crude rubber is 
150 million dollars annually, as compared 
with 251 millions in 1937 and 245 mil- 
lions in 1929. It is estimated that the 
dollar value of both products will gain by 
25 millions next year. 

Petroleum imports are now at an an- 
nual rate of 145 million dollars, against 
144 millions in 1929, and appear likely to 
level off at about 155 millions in another 
nine months. Because U. S. production of 
petroleum and its by-products is being 
maintained at high levels, there is no 
need for any greater imports in the im- 
mediate future. , 

Other items on the import list show the 
strong position of luxury goods in overseas 
buying. Clocks and watches, fruits and 
nuts, and beverages are flowing in above 
the prewar rate in response to the demand 
for luxuries. Tin imports lag because of 
the slow recovery of production in British 
Malaya. Hides and leather also are well 
below old peaks, because the war cut 
heavily into the herds of many countries 
and because war shortages have created 
an abnormal demand for hides and 
leather in the domestic markets of export- 
ing nations. Another important aspect of 
the picture is the steady build-up of 
peacetime imports of copper, ferroalloys, 
nickel and similar strategic materials to 





supplement depleted U.S. resources or 
to remedy their deficiencies. 

Present line-up of top imports in dol- 
lar value promises to vary little during 
the immediate future, but it will show 
some changes later as production dislo- 
cations disappear. The disappearance of 
these dislocations in exporting countries 
ultimately will react against the present 
high level of prices, with the result that 
some downward readjustment can be ex- 
pected eventually in the dollar value of 
individual imports, provided .prices in 
the United States experience no sharp 
fluctuations. 

Long-range indications, meanwhile, are 
that the record volume of U.S. imports 
now is due for a sustained run. 

Adverse factors, which could change 
this outlook, are several. Political turmoil 
and uncertainty in war-ravaged countries 
is tending to retard production and thus 
curtail the amount of goods available for 
U.S. purchase. In other countries, recov- 
ery has been slow and production still is 
substantially below prewar years. U. S. 
price control also is a potentially disturb- 
ing element, for the imports that the con- 
trols affect are apt to seek more profitable 
markets in countries without price ceil- 
ings. 

Favorable factors, however, have a 
decided edge. U.S. dollars are much 
sought after by all exporting nations, who 
need them to purchase U.S. products. 
The prices prevailing in the U. S. markets 
for most products are high enough to be 
attractive to exporters. When it comes to 
bidding for available commodities, the 
strong financial position of the U. S. makes 
the country a formidable competitor, and 
its bargaining hand is strengthened by 
volume buying. 

Besides these considerations, there is 
the normal tendency of export pro- 
duction to revive aft- 
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er a war—a comeback 
that U.S. equipment 
and assistance are fos- 
tering in many coun- 
tries. 

The interplay of all 
these plus and minus 
factors will determine 
whether the dollar value 
of U.S. imports can 
be expected to break 
through to even higher 
ground than the record 
levels now projected for 
mid-1947. Experts are 
cautious about calcula- 
tions that go beyond 
that date. They do note, 
however, that the sched- 
uled rate of industrial 
activity in the U.S. is 
on such a scale that 
a continuation of the 
heavy flow of imports, 
especially in raw ma- 
terials, is warranted. 
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BRAZIL ENCOURAGES 
OUTSIDE INVESTORS 


Removal of restrictions expected 
by the Government to stimulate 
development of nation’s industry 


Reported from RIO DE JANEIRO, 
NEW YORK and WASHINGTON 


Brazil’s Government now has re- 
moved, temporarily, the restrictions that 
it imposed last March on the export of 
profits, dividends, interest and capital be- 
longing to investors outside the country. 

This action releases a pool of 
funds that formerly could flow out of 
the country only in small amounts. By 
giving investors a free hand in the move- 
ment of their money, the Government 
expects to stimulate the development of 
the Brazilian economy by outside capital. 

Removal of these restrictions fol- 
lows the defeat of a proposed section of 
the new constitution that would have 
discouraged non-Brazilian investors, par- 
ticularly in the field of public utilities. 

Businessmen and financiers see in 

these actions a desire by President 
Eurico Gaspar Dutra to favor outside 
capital, but they are reserving judgment 
on the ultimate effect of the removal of 
restrictions on money exports until they 
learn whether it is to be permanent. 
@ “The types of investments likely to 
be encouraged by the Government are 
those that will tend to develop and 
industrialize Brazil,” Bernard S. Red- 
mont, staff correspondent of World 
Report, says in a wireless dispatch from 
Rio de Janeiro. 3 

“This includes any kind of manufac- 
turing—machinery, transport equipment, 
sugar refineries, electrical equipment, 
pharmaceuticals, other small industries. 

“Chrysler and Studebaker now are 
considering the installation of assembly 
plants in Sao Paulo. Now, only General 
Motors and Ford have Brazilian assem- 
bly plants.” 

Industrialization, already well under 
way, is desired by the Government be- 
cause it is expected to furnish employ- 
ment and to develop the country’s re- 
sources. Production of more goods by 
industry, it is hoped, will help to check 
the extreme inflation that caused riots 
recently in Rio de Janeiro. 
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@ Principal source of private funds is 
expected to be the U.S. Americans for 
years have had a financial stake in Brazil 
exceeding that of the British, Canadians 
and investors from the Continent of Eu- 
rope. U.S. direct investments in Brazil 
have been increasing for years. Esti- 
mated in 1929 at 193 million dollars, 
they rose by 1943 to 337 million dollars. 

More than 400 U.S. firms now have 
holdings in Brazil. These holdings vary 
in size from branch offices to assembly 
plants and complete manufacturing es- 
tablishments. Nearly half of the direct 
investment of the U. S. in Brazil is repre- 
sented by manufacturing plants of a 
wide variety. Distribution facilities ac- 
count for about a third of the holdings. 
Other investments are divided among 
petroleum, mining and smelting, public 
utilities and transportation, agriculture 
and miscellaneous enterprises. 
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CROWDS FLEE POLICE IN BLACK MARKET RIOT 


@ Desirable fields exist in Brazil for 
U.S. investments, in the opinion of New 
York financiers, although outsiders are 
barred from exploiting some subsoil re- 
sources. U.S. investors have had un- 
satisfactory experience with some secu- 
rities of Brazilian governmental units and 
corporations, but many U.S. financiers 
are optimistic about the past record and 
future prospects of direct investments, 

Favorable factors include a population 
more than twice as large as that of 
Mexico and three times as large as that 
of Argentina, an area greater than that 
of the Continental U.S., and the fact 
that many of the natural resources have 
not yet been tapped. 

Industrialization, financiers _ believe, 
would raise the average standard of liv- 
ing from its present low level and would 
increase the market for imports that can- 
not be produced economically in Brazil. 

The return on direct holdings of U.S. 
investors in Brazil, financiers point out, 
averaged 3.3 per cent in 1940 and may 
be larger in the future. 

The attitude of the Dutra Government 
toward outside capital, furthermore, is 
considered more friendly than that of 
the preceding administration of President 
Getulio Vargas and the governments of 
Mexico and some other Latin-American 
countries. 

The flow of U.S. capital to Brazil, 
slowed down by the war, now has quick- 
ened its tempo. That flow is to be accel- 
erated further if inflationary troubles in 
Brazil quiet down and if freedom for the 
exporting of capital and profits becomes 
an established policy. 
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Brazil hopes outside capital will check inflationary troubles 
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AFGHANS TRY TO AVOID 
BIG POWERS’ SQUEEZE 


Peril of becoming Soviet satellite 
recognized. U.S. enters situation 
as result of engineering contract 


Reported from KABUL, ° 
LONDON and WASHINGTON 


Afghanistan is becoming a poten- 
tial point of conflict between Russia and 
the United States. 

Russia is actively trying to draw 
Afghanistan into its protective border of 
satellite powers. An agreement settling 
a 25-year-old border dispute between the 
two countries paves the way for better 
relations. But closer ties with Russia are 
being resisted by the cautious Afghans. 

New plans for development of 
the country bring the United States into 
the situation. The Kabul Government 
recently signed a contract with an Amer- 
ican engineering firm for the construc- 
tion of roads, bridges and _ irrigation 
projects. As a result, Russia’s press now 
is charging that U.S. activities in Af- 
ghanistan are part of a plan to encircle 
the Soviet Union with military bases. 

Security for Afghanistan lies in avoid- 

ing being caught between conflicting 
policies of the two great powers. This 
is behind the move of 33-year-old King 
Mohammed Zaher Shah in bringing his 
country into the United Nations. Zaher 
Shah believes that the world organization 
offers greater protection for Afghanistan 
than close association with either of the 
great powers. 
@ Strategically, Afghanistan occupies a 
position of major importance in the Mid- 
dle East. It is the buffer state between 
British India and Soviet Russia. The 
passes of Afghanistan command the all- 
important routes into India from the 
Northwest. Both Russian and Indian mil- 
itary authorities consider the Hindu 
Kush Mountains, which bisect Afghanis- 
tan, as the natural line of defense fot 
their respective countries. The oil fields 
of Iran, immediately to the West, are 
already a trouble spot for world powers. 
Only the inaccessibility of Afghanistan, 
which has no railroads or paved high- 
ways, has saved it thus far from becom- 
ing more involved in the conflicts of the 
big powers. 





AFGHANISTAN’S KING 
Seeks security in the U. N. 


—Acme 


@ Politically, the emergence of Af- 
ghanistan may mold the future develop- 
ments in the Middle East. The Afghans 
have continually resisted the efforts of 
Russia and Great Britain to bring mod- 
ern methods into the country. Technical 
advisers from Italy and Germany at- 
tempted to gain influence for their gov- 
ernments until the end of World War II. 
However, the predominant voice in Ka- 
bul has been that of Great Britain. To- 
day, the Russians, with large political, 
cultural and scientific missions in the 
country, are trying to replace the British. 
Britain is losing influence as the pos- 
sibility of her leaving India increases. 
Afghanistan wants to develop relations 
with other nations to prevent Russia 
from moving in as the British move out. 
@ Economically, the future of Afghan- 
istan is tied closely to that of India. Last 
year, the Afghans shipped 33 million 


dollars in caracul to the fur markets of 
New York. These exports must pass 
through the Indian ports of Karachi and 
Bombay, principal trade ports for land- 
locked Afghanistan. 

@ What Russia wants from Afghanistan 
is the assurance that no other power 
can use it as a base to attack Russia. The 
Russians are suspicious of all moves of 
Britain and the U. S. Russia would like to 
improve the roads leading into Afghan- 
istan. The Afghans fear the military im- 
portance of these highways as the possi- 
ble routes for an attack on India. Reports 
indicate that the American engineers 
have been ordered to improve 1,800 
miles of highway in Afghanistan, but not 
the roads leading to the Russian frontier. 

Official Russian planes fly to Kabul 
carrying diplomatic dispatches and So- 
viet personnel. The Afghans are reluc- 
tant to have any Russian, Iranian or 
Indian commercial air lines enter the 
country. They fear concessions to one 
might result in demands from all three 
neighboring powers. 

Russia also is trying to extend her 
influence in Afghanistan by granting 
scholarships in Soviet universities, but 
the authorities in Kabul have not yet 
accepted this offer. 

@ British aims in Afghanistan counter 
those of Russia. The British regard any 
Russian gain there as a direct threat to 
India. Strong defensive fortifications pro- 
tect the Indian frontier, and a major 
Indian military base at Quetta, near the 
Afghan border, provides troops for the 
area. This situation would not change 
appreciably should the British leave 
India. Indian leaders, apprehensive of 
threats to their frontiers, have suggested 
a federation of India with Iran, Afghan- 
istan and China. 

@ U.S. position in Afghanistan rapidly 
is becoming stronger as more requests 
are being made for technicians, advisers 
and teachers. To provide Kabul with 
air service with the rest of the world, 
the Afghans have suggested that one of 
the U.S. air lines schedule stops at the 
capital. Other commercial opportunities 
may develop as approximately 450 mil- 
lion dollars ‘is to be spent in the next 
10 years in modernizing the country. 

The Afghans do not want to be caught 
between Russia and the United States. 
They realize that, as the British move 
out of India, the assistance that the 
U.S. is giving Afghanistan may draw it 
into the position of a counterbalance 
to Russia. To avoid such a position, 
Prime Minister Sirdar Mahmud Shah 
Khan Gazi is counting on the collective 
security of the U. N. rather than a close 
alliance with any great power. 
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War's backwash has cast two million Europeans on the beach—in someone 
else's country. These are the Displaced Persons, who left or fled their own 
lands during the Hitler Era and who now do not want to return. 

Most DP’s are former slave laborers. Others are political or racial refugees. 
They fear unsettled economic conditions, or political and religious persecution, 
in their homelands. 

Of the DP’s in Germany, Austria and Italy, more than 937,000 are being 
fed by UNRRA or by Allied armies. More than half of these are Poles, and 
a fifth are Balts from Lithuania, Latvia and Estonia. About 125,000 are Jews. 

Great Britain will disarm and resettle the 108,000 soldiers of the Polish Exile 
Army. Other DP’s may yet go home, and some may be absorbed in Western 
Europe or resettled overseas. But 500,000 to 600,000 are likely to -emain a 
long-term problem for the U.N.’s new International Refugee Organization. 
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(The completion of the Bikini tests 
has resulted in an array of reports, 
discussions and speculations on the 
military aspects of the atomic bomb. 
With a view to simplifying this in- 
volved subject, WORLD REPORT 
presents a brief analysis of the bomb 
as a military weapon.) 


HE ONE BASIC and all-important fact 
Z concerning the atomic bomb is that 
it transcends all previous efforts of man- 
kind in the long history of warfare. It 
offers powers of destruction on a scale 
never before approached or imagined. 
It is a unique weapon, in examining 
which it is equally imperative that we 
avoid all fettering concepts of the past, 
and all panicky guesses as to the future. 

The bomb already has altered and 
will continue to affect the political and 
military pattern of the world. The ques- 
tion of control of the bomb is now the 
subject of negotiation and debate, the 
outcome of which will unite or divide 
the Soviet and the Western worlds. 

The bomb may change the traditional 
concept of war as a means of enforcing 
the will of one nation against another, 
and substitute therefor actuai or threat- 
ened destruction on a nationwide scale. 
It has brought into question all previous 
standards of national security. 

The atomic bomb has increased vast- 
ly the possibility of devastating attack 
without declaration of war and of pre- 
war sabotage on a catastrophic scale. 
In doing this, it has given a new and 
powerful weapon to a nation which 
might be an aggressor. 

In addition, there are more specific 
characteristics of the bomb that con- 
cern its functioning as a military weapon. 

The manufacture of the bomb re- 
quires great industrial and _ technical 
capacity, and, judged by standards of 
other military weapons, is so enormously 
expensive that the production of bombs, 
for the foreseeable future, would prob- 
ably be limited to Russia and the U.S. 

The bomb is a bulky article, weigh- 
ing several thousand pounds, and for 
technical reasons cannot be substan- 
tially increased or decreased in size. 
There are in sight no super editions of 
the bomb and no pocket models. It is 
not susceptible of mass production, 





om 


even if an adequate supply of basic ma- 
terials is available. 


A STRATEGIC WEAPON 


The destructive capacity of the bomb 
on land is well known as a result of 
Hiroshima and Nagasaki. Exploded in 
the air at a selected height, it will de- 
stroy all normal land structures and 
most life within a radius of a mile and a 
half. There will be an additional area of 
less damage and an extensive delayed 
effect largely fatal to life, due to radio- 
activity. 

These qualities largely determine the 
most effective employment of the bomb. 
It is primarily a strategic weapon of de- 
struction against concentrated industrial 
areas vital to the war effort of a nation. 
So used, it also would be vastly de- 
structive of essential industrial popula- 
tion. It would be equally effective as 
a weapon of terror, to break the victim 
nation’s will to resist. 

On the other hand, it is apparent 
that a weapon of such relatively limited 
availability and great cost is not a tac- 
tical weapon suitable for use primarily 
against ground forces, whose normal 
employment involves wide dispersion. 
An exception to this generalization 
might occur, however, under conditions 
similar to the landing on the Normandy 
beaches, where the Germans might well 
have used atomic bombs had they been 
available. 

The first Bikini test determined the 
effect of an air explosion over a closely 
concentrated group of vessels at anchor. 
The results indicated that such a bomb 
would damage fatally even large war- 


ships within an area of half a mile and - 


inflict damage to exposed structures, 
on a diminishing scale, up to a mile. 
Exposed personnel in this area would 
be killed or incapacitated. 

The second Bikini test determined the 
effect of a shallow submerged bomb 
under a closely concentrated group of 
vessels at anchor. This underwater ex- 
plosion indicated that such a bomb 
would sink or seriously damage even 
large naval vessels at a distance of 500 
yards, and damage in less degree other 
vessels up to 1,000 yards. It resulted 
in extensive and persistent radioactive 
effects on water and ships. 
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THE ATOMIC BOMB AS — 
A MILITARY WEAPON 


The Bikini tests confirmed the opinion 
generally held in naval circles that the 
bomb is not well adapted as a weapon 
against a fleet at sea. For such a fleet, 
wide dispersion is a normal condition of 
cruising, and the disposition can be ex- 
tended. readily when and as necessary. 


' Furthermore, the air defense of a mod- 


ern fleet would pose a serious problem 


for the atomic bomber and would insure | 


that a large proportion of bombs would 
be wasted. 

However, against a large concentra- 
tion of ships and shipping, as for ex- 
ample in the English Channel during the 
invasion of France, the bomb might 
prove to be an effective, perhaps de- 
cisive, weapon. Such conditions might in 
fact represent the optimum defensive 
use of the bomb in military operations. 

On the other hand, the bomb would 
certainly be an effective weapon against 
any concentration of ships in a harbor. 
Not only would several ships be dam- 
aged fatally, with great loss of life, but 
the radioactive effects on ships, water 
and nearby structures in the case of a 
water explosion probably would render 
the port untenable. for a considerable 
period. 

As regards the latter, the circulation 
of water in the harbor would have an 
important bearing. For example, a fleet 
in Pearl Harbor, which is a congested 
anchorage with all facilities at the 
waters edge and little tidal current, 
would present a perfect target for an 
atomic bomb. 

As a weapon against air forces, the 
efficacy of the bomb is, of course, 
limited to large concentrations of air 
facilities, which in the future it will be 
possible to avoid, with a few exceptions, 
perhaps, such as in small but strategical- 
ly important islands. 


SURPRISE AND SABOTAGE 


There is, however, another field for 
the bomb as a weapon in which it is 
unique and particularly terrifying. This 
is its use for surprise attack or sabotage 
on a nationwide scale. 

There are many fantastic discussions 
of a nation, such as the United States, 
being destroyed overnight by a rain of 
bombs, delivered without a warning 
declaration of war. Such discussions 
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An examination of its capabilities and 


limitations—present and prospective 


often are characterized by unwarranted 
assumptions as to the number of bombs 
available to the enemy state, the facility 
and accuracy with which they can be 
delivered and even the destructive ca- 
pacity of the bomb itself. 

It is quite unrealistic at this time to 
talk about surprise attack by 10,000 
bombs, or a thousand for that matter, 
or about transocean or transpolar rock- 
ets delivering them. Nor is it reasonable 
to say that one bomb that destroyed 
seven square miles of Nagasaki will de- 
stroy a modern city covering five to ten 
times that area. The bomb is destructive 
enough without exaggerating its power 
or the number available. 

Nevertheless, 100 bombs in the pos- 
session of a potential aggressor would 
constitute a frightful threat to the lead- 
ing power among the nations that stood 
against such aggressor. The bombs that 
found their targets would cause catas- 
trophic destruction, which might well 
prevent or fatally delay the victim from 
waging a major war as we now know it. 

On the other hand, a nation that the 
aggressor considered worthy of such on- 
slaught presumably would have its own 
supply of bombse safely stored and 
ready for counterattack. The exchange 
of such staggering blows might well 
lead to so much mutual destruction that 
even the would-be aggressor would de- 
cide that his contemplated surprise at- 
tack would not pay. 

The idea of sabotage on a vast scale 
by planting bombs throughout the vic- 
tim nation has been widely discussed. It 
has been referred to as “suitcase war” 
and as a means of winning a war in a 
day. The idea undoubtedly has frightful 
possibilities that cannot be ignored. It 
would seem, however, that, as such a 
threat develops, adequate defensive pre- 
cautions likewise will develop. 

Furthermore, a nation about to start 
a world war would think long and 
seriously before staking most of its 
atomic bombs on the reliability of its 
agents in an enemy country and on the 
ineptitude of its prospective victim. 


Practical considerations cast consider- — 


able doubt on the feasibility of this 
scheme. 

The second Bikini test, however, sug- 
gests a destructive alternative, if on a 





somewhat smaller scale, which unfor- 
tunately might be not only practicable, 
but extremely difficult to prevent. This 
is the planting of “sleeping” bombs in 
important harbors, by “laying” them 
from innocent-appearing merchant ships, 
or by unloading them as a normal 
cargo, which in either case could be 
exploded by time mechanisms. Aside 
from the actual destruction in such a 
case, the radioactive contamination of 
the water and adjacent areas presum- 
ably would destroy the usefulness of 
even the largest port for a considerable 
period. 

It is said frequently that “there is no 
defense against the atomic bomb.” This 
statement is too simple to be entirely ac- 
curate. While there is no known or pros- 
pective defense against the principle of 
the bomb, there certainly exists a con- 
siderable field for defensive measures 
which must be explored and developed 
to the utmost. This field includes ef- 
fective action against the sources of the 
bomb, destruction or diversion of its 
carrier in flight, static defense by dis- 
persion of targets and efficient intelli- 
gence activity. 

The last war indicated that air power 
alone was insufficient to destroy effec- 


- tively the sources of bombs and rock- 


ets. The launching sites had to be cap- 
tured. This fact holds out little promise 
for defense against the atomic bomb by 
action at its source. On the other hand, 
it means that the nation attacked will 
retain the defensive power of making a 
counterattack with bombs. 

The bomb will be delivered against 
its target by aircraft, or possibly in the 
future by guided missiles. No defense 
is in sight that could prevent all, or a 
considerable number, of the bombs 
from “getting through” and the damage 
done by a few accurately placed bombs 
would be colossal. 

On the other hand, a weapon like the 
bomb, limited in number and of great 
cost, cannot be completely effective ‘if 
a large percentage is wasted. Actually, 
it is encouraging to know that this field 
of defense against bomb carriers holds 
much more promise than is generally 
supposed. 

As regards the passive defense of 
decentralization, evacuation, going un- 


derground, etc., some progress can be 
made, but the problem is of such vast 
proportions that even in a vast and 
wealthy nation, it would take many 
decades and a clear threat to the life 
of the nation to bring it about on a 
substantial scaie. 
The vital necessity for the best pos- 
sible intelligence service is obvious. 
While the bomb is not well adapted 
for use against ships, naval vessels of 
the future must incorporate all possible 
elements of protection and defense 
against it. Hulls will be strengthened 
and given more protection with in- 
creased explosion chambers and com- 
partmentation. However, there are prac- 
tical limits to such changes if a ship is 
to perform its functions as a warship. 
No ship can be built to withstand an 
atomic bomb exploding in the water 
close aboard. The most apparent change 
in ship design will appear above decks, 
where the present porcupine structure of 
masts, funnels, radar and guns will de- 
velop into something more nearly re- 
sembling a turtle. But here again a 
balance must be struck between protec- 
tion of personnel and providing essential 
equipment and effective aircraft de- 
fense. A large amount of experimen- 
tation, research and development in this 
field may be expected, but ships still 
will be ships, not floating islands. 
The defense against radioactive con- 
tamination, particularly to meet the 
threat of nearby underwater explosion, 
is an exceedingly difficult problem. It 
has yet to be worked out, but progress 
toward its solution is possible. 


CHANGING TECHNIQUES 


In conclusion, it may be said*that the 
atomic bomb, as a military weapon, will 
have far-reaching effects on the tech- 
nique of warfare. 

It will increase the totality, the com- 
plexity, the horror and the cost of war. 

It will establish science as an addi- 
tional defense force of every great 
nation. 

It will demand that the ground, 
naval and air forces lead rather than 
follow in the development of atomic 
warfare. 

But it also will recognize that the 
ground forces still will have to attack, 
to defend and to occupy territory. 

The air forces will still have to ob- 
serve, to fight and to bomb from the 
air; and navies still will contend for 
control of the sea, transport troops and 
supplies and fight with ships and planes 
to get them ashore. 
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MANY NATIONS SEEK 
PRIVATE U. S. LOANS 


Australia’s sale of bonds heartens 
borrowers. Norway, Denmark, Belgium 
and Holland ready to follow suit 


Breaks in the U.S. stock market 
are directing increased attention of 
American investors to the revival of pri- 
vate borrowing by other governments 
—a program of new issues of dollar bonds 
expected to reach a total of 245 million 
dollars before the end of this year. 

Market instability is postponing 
financing planned by some U.S. cor- 
porations, but the market for bonds has 
not reacted too seriously, and the pentup 
demand for capital by governments in 
other parts of the world may yet be met 
in New York. 

Treasury officials of countries with 
good credit ratings were heartened by 
the recent test undertaken by Australia 
in selling to private U.S. investors 20 
million dollars of 10-year bonds at 3% 
per cent interest. Whether more govern- 
ments now follow the Australian example 
will depend on advice of their American 
underwriters, who will be governed by 
what turns the market takes in the next 
few weeks. 

The Australian issue, except for Ca- 

nadian flotations the first such financing 
since 1941 to go through private chan- 
nels, was oversubscribed on the day of 
offering. With generous terms, other 
government borrowers probably will 
find satisfactory receptions for their 
securities. 
@ The trend, if continued into 1947, 
will reduce considerably the present de- 
mand for loans from the U.S. Govern- 
ment’s Export-Import Bank and ease the 
backlog of applications already develop- 
ing for the new World Bank. If some 
countries are able to borrow American 
capital directly, there will be more 
money available to be shared by the 
weaker nations, which must depend upon 
the World Bank. 

Australia proposes within the next 12 
months to refund the 128 million dollars 
now callable of her outstanding 200 
million dollars of bonds in U.S. funds. 


28 ¢ WORLD REPORT 


A second issue aggregating 25 million 
dollars is scheduled tor December. 

Proceeds of the first postwar issue will 
be used by the Commonwealth Govern- 
ment on October 1 to redeem some 18 
million dollars in bonds of the State of 
New South Wales paying 5 per cent 
interest. A syndicate of more than 150 
security dealers, headed by Morgan 
Stanley & Co., participated in the sale 
of the Australian bonds. 

Denmark plans to offer about 50 mil- 
lion dollars of new securities to private 
investors in the U. S. early this autumn in 
order to pay off some of her existing debt. 

Denmark has come out of the war in 
better condition than many of the occu- 
pied countries. During the first year after 
her liberation, the excess of imports over 
exports was only 191 million kroner, or 
about 38 million dollars. 


Revival of Private Lending 
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The Netherlands has been ready for 
some time to offer a long-term issue of 
50 million dollars through Kuhn, Loeb 
& Co. Now that Australia has provided 
a test, the Dutch Government is expected 
to go ahead. 

Either tied with the Netherlands bor- 
rowing or following it closely will be a 
private offering of more than 10 million 
dollars of securities of the KLM Royal 
Dutch Airlines, a subsidiary of the Dutch 
Government. 

Norway, whose 29 million dollar of- 
fering in 1937 was the last bond issue of 
a European government in the private 
market for U.S. capital, reportedly is 
negotiating for a 40 million dollar loan 
through a New York investment house. 
This probably would be additional debt, 
because her outstanding 86 million dollars 
of prewar bonds in American hands pay 
only between 4 and 4% per cent interest, 
and Norway therefore would not profit 
much by a refunding operation. 

Belgium now has outstanding dollar 
bonds worth only 30 millions and most 
of these are held by her own nationals. 
Yet Belgian recovery has been rapid and 
her agents in New York are reported to 
have made soundings for a new loan of 
50 million dollars during the final quar- 
ter of this year to push that recovery 
further. It is unlikely that there will be 
any considerable difficulty over the John- 
son Act, which banned credits to nations 
in default of their World War I debts 
to the U.S., because of the subsequent 
exemptions in the Bretton Woods Agree- 
ments Act. 

@ Principal advantage to borrowing 
governments able to finance on the pri- 
vate market in the U.S. now is freedom 
to employ the money where they see fit. 
Most loans from funds of the U.S. Gov- 
ernment have had political strings at- 
tached, and many of them have been 
limited to specified uses. Those who are 
refunding outstanding obligations simply 
are taking advantage of the current 
liquidity of the money market and low 
rates of interest. 

@ Future of lending by American in- 
vestors to other governments will depend 
to a large extent on what happens to the 
series of pioneer offerings this year. Some 
dealers think that the experience be- 
tween the two world wars will make 
Americans reluctant to buy non-Amer- 
ican bonds. Others argue that the inter- 
war loans are not a proper guide to the 
future, that terms more attractive than 
those accompanying domestic securities 
will sustain a lively demand. If U.S. 
national income remains at a high level, 
large-scale lending by Americans to other 
governments is likely. 
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Break in prices’ of U.S. stocks increases jittery tension in the 
American bloc of countries--now half of the world. 

Possibility that U.S. market is discounting a business recession 
in 1947 raises apprehension wherever trade or loans or other economic 
ties with the U.S. are important. 

American business presents these possibilities: 

Leveling off of American production appears likely. 

Imports into the U.S. should continue high. 

Exports should increase as home demand is more fully met. 

Prices in the U.S. still look strong, but farm prices will lead 
the way down when the general level tops off. 

softness in U.S. prices would increase purchasing power of 
dollars that have been loaned overseas. 























In countries oriented toward the U.S., this is the situation: 

Britain worries more about pushing her own output higher than 
about American business. But increasing possibility of a coal short- 
age next winter has Britain worried. Production might then falter, at 
the same time it eases off in the U.S. 

France, depending largely on exports of luxury goods, would be 
affected soonest, if a flash depression should hit the U.S. 

Holland, Belgium, Norway and Denmark are concerned about the 
U.S. security market because each is thinking of refunding bonds. 

Italian conditions are so unsettled that the Government's internal 
loan will be postponed. lLoan was to be used for reconstruction and to 
reduce unemployment still at dangerously high levels. 

Austria, Greece and Italy are turning more and more to the U.S. 
for economic succor. So they watch U.S. conditions closely. 

















Latin America also is restive... 

Brazilians riot over rises in the cost of living, tripled since 
1944. Imports into Brazil are encouraged, exports discouraged, to 
build up stocks of consumer goods. Political upset is possible. 

Argentine deficits pile more and more pesos into circulation. 
Huge export balances add to inflation. Taxes remain low for political 
reasons. Government controls over prices are not effective. 

Mexico, too, shows an increasing gulf between wages and the cost 
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(Continued) 


of living. Higher prices for bananas feed inflationary conditions 
in Central America and the Caribbean. 

Into Chile and Bolivia will flow dollars in a greater stream as 
higher prices for copper and tin take effect. 

Throughout Latin America, exports bring high prices; influx of 
exchange means more money in circulation; more money to spend but 
few goods to buy. A sudden deflation in the U.S. soon would be re= 
flected south of the border, and perhaps would be salutary. 














A quick glance across the Pacific shows thiSeceece.e 

China's moves to cut her unfavorable balance of trade are bearing 
fruit. July figures for Shanghai indicate imports four times as large 

as exports. In April they were 20 times as large. 

Narrowing gap results from glut of imports, particularly American 
drugs; Government restrictions on allotments of exchange to buy im- 
ports; subsidizing of important exports; sharp climb in silk shipments. 

Currency devaluation by China is meant to stimulate exports, cut 
down imports. But internal inflation is so huge that Chinese goods 
are being priced out of overseas markets in many places. 

sale of U.S. surplus property to China will provide machinery 
and other goods--1% million tons in all--needed to combat inflation. 

Political factors color economic prospects in China, but U.S. 
aid is counted on, in both North and South China. Right now China 
cannot get along without it, tied as she is to U.S. apron strings. 
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Australia, too, is closer to the U.S. than ever before..... 

A score of American firms already are setting up in business in 
Australia. More are to follow. Possibilities look good. 

On the brink of a boom, Australia needs U.S. capital badly. 

Concern over fate of Australia's plans for large-scale refinanc- 
ing on the U.S. market is shown by the sharp break in Sydney's stock ! 
market, following the U.S. setback. 

Effect of the market break on refinancing plans of Australia and 
other countries is discussed fully on page 28. 














Russia's wooing of Sweden continues, despite U.S. concern that | 
their trade pact will be discriminatory. 
Point. to remember is that Sweden, presented with an "out" on the 
negotiations, prefers to string along with the Russians. ; 
Russian tie-in has advantages, from the Swedish standpoint. 
Russian demand over the years will be steady, not uncertain. On the 
other hand, the American market may be either booming or busting and 
the British will tend to follow suit. 

Geographic and military considerations help this rationalization. 

But the underlying thought--tying to a stable economy--may be a 
potent newcomer in the Russian bag of tricks. It has its persuasive 
points, particularly now when American business is disturbed. 

There's more on the Swedish-Russian negotiation on page 7. 
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CONSUMERS PROTEST SHIPMENTS 
OF SCARCE GOODS TO OTHER LANDS 


Producers are caught between 
domestic demand for their products 


and need to build up markets abroad 
Reported from RIO DE JANEIRO, 


LONDON and 


People in all parts of the world 
are beginning to resent the shipping to 
other countries of the things they need 
at home. 

In Brazil, riots over scarcity of 
goods have forced the Government to 
halt exports of all but a few surplus 
agricultural products. In Britain, pro- 
ducers complain that large exports of 
metal goods are holding back production 
at home. In the U.S., workers at one 
automobile plant struck to protest the 
exporting of scarce cars. 

Producers thus are caught be- 
tween a domestic pressure for goods and 
a necessity for selling their products 
in world markets in order to get the raw 
materials they need and to assure future 
customers for their output. 

For the consumers, the idea of sending 
radios, automobiles and dinner gowns 
abroad now so. that there will be more 
of these goods for more people at home 
later is hard to understand. Their protests 
show they are not sold on the idea. 

Despite the grumbling, programs to 
sell products overseas and to establish 
markets for the future are not likely to be 
curtailed. For most countries, the stakes 
in world trade are too big. 

@ The U.S., the world’s biggest pro- 
ducer and exporter of consumer goods, is 
sending a small fraction of the things 
it is making to buyers abroad. American 
consumers now are buying more than 
they did before the war and are better 
off than all others in the world. But they 
are not export conscious. The U. S., un- 
like other industrial countries, in the past 
has earned only 10 per cent of its income 
from exports. 

Complaints in the U.S. over shipping 
goods overseas, therefore, are not based 
on hardship. People do not need the 
goods to live. It is just that they cannot 
buy as much as they want to. 

For example, only 6 out of every 100 
new passenger cars made in the U. S. are 
being shipped abroad. A bigger supply at 


WASHINGTON 


home depends more on increased produc- 
tion than on fewer exports. 

A veterans organization takes the posi- 
tion that U.S. exports should be stopped 
until U. S. consumers have all the things 
they need. Government agencies con- 
cerned with reconversion and housing 
and beset with shortages believe that vital 
materials and equipment are being 
drained off into export channels. 

Control by the Government to prevent 
the sale abroad of equipment and ma- 
terials needed at home is maintained 
through a system of export licenses. 
Chiefly affected are argricultural prod- 
ucts, metals, minerals, lumber and other 
industrial commodities and machinery 
needed to get construction and civilian 
production going again. Some finished 
consumer goods, like cotton textiles and 
automobiles, are under control. But most 
articles of this kind are not. 

Every shipment of goods under control 
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is licensed individually. The number of 
cars, trucks and tires allowed for export 
is determined on the basis of the percent- 
age of production of these things that was 
sold overseas by each producer before 
the war. Clothing, cotton textiles and 
other things in tight supply are licensed 
for export to give producers the same 
relative share of overseas markets that 
they had before the war. Thus, if one 
manufacturer provided a third of all the 
shirts sent to Cuba before the war, he is 
allowed to send the same proportion of 
the shirts now being shipped. 

Most producers are sending into world 
markets as much as they are allowed. 
For several reasons they believe that 
exports are more important to U. S. busi- 
ness than ever before. 

Need for imports of raw materials by 
the U. S. is greater than ever. Imports are 
expected to exceed 5 billion dollars this 
year. Although better supplied with re- 
sources and reserves of minerals and 
other materials than most nations, the 
U. S. is not self-sufficient. The war helped 
deplete U.S. reserves and showed Amer- 
ican dependence on the rest of the world 
for such materials as tin, copper, nickel, 
linseed oil and fibers. 

U.S. automobiles, for example, nor- 
mally contain materials imported from 69 
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—Prench Press and Information Service 


FRENCH WINES AWAIT TRANSPORT TO NORTH AFRICA 
The people want to keep more of it at home 
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BRITISH WOMEN STAND IN QUEUES FOR RATIONS... 


WHILE FOOD IS MOVED OUT OF ENGLISH PORTS 
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Maintenance of the trade drive takes precedence 


other countries. Large quantities of food 
also are imported by the U. S. To import 
what it needs, the U.S. in turn must ex- 
port its manufactured goods to countries 
that provide the materials. 

Markets. Before long, U.S. industry 
will hit its full stride and will be produc- 
ing more than U.S. consumers will buy. 
When domestic demand is satisfied, other 
customers will have to be found to keep 
business going and workers on their jobs. 
When that time comes, producers want 
to have customers abroad lined up to buy 
their products.. To do that, they have to 
start exporting now. 

Relief. The U.S. Government also 
wants to revive world trade. Therefore, a 
big share of U. S. exports consists of relief 
and reconstruction materials to get other 
nations back in business again. 

@ Britain, with consumers getting less 
than they did during the war and indus- 
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try mobilized for export, until recently 
has had a minimum of grumbling. E. J. 
Drechsel, staff correspondent for World 
Report, cables from London: “Most 
Englishmen realize Britain has lived on 
world trade in the past and-now must 
depend on it more than ever.” 

Complaints, therefore, are confined to 
the way the export drive is being carried 
out. Consumers do not want to deprive 
themselves of goods to no avail. 

Producers say that exports of steel and 
aluminum sheets, rods and fittings have 
been so great that British industry, which 
must sustain exports and home consump- 
tion, has suffered. 

Trade-union leaders have suggested 
that workers be given some scarce goods 
to provide an incentive for production. 
The Government has opposed this idea 
so far, insisting that the export program 
must come first. 





Hilary A. Marquand, Parliamentary 
Secretary to the Board of Trade, says: 
“We are not putting other countries be- 
fore the home markets in supplying 
essential consumer goods such as textiles, 
clothing, coal, shoes, furniture and tires. 
We are stinting home markets of many 
luxuries in order to provide exports.” But 
a fine line is drawn between bare needs 
and the things that can be done with- 
out—called luxuries. 

The export program to build up Brit- 
ain’s overseas sales from the low point of 
the war, when they were 30 per cent of 
normal, to a level 75 per cent above the 
1938 figure, is making good progress. Ex- 
ports now are 20 per cent greater than 
before the war. 

Industrial Britain must import raw 

materials for its plants and food for its 
workers and pay for them by exporting 
manufactured goods. British imports be- 
fore the war were twice as large as 
exports. The difference was made up by 
income from so-called invisible assets— 
investments abroad, commissions, insur- 
ance and shipping. Investments had to 
be sold to help pay for the war, and the 
merchant fleet was reduced by a third. 
So exports now must be increased. 
@ Brazil, a_ traditionally agricultural 
country, is having trouble getting its own 
industries established. Best progress dur- 
ing the war was made in the manufac- 
ture and export of cotton textiles. Brazil 
took over many world markets formerly 
served by Britain and Japan. Now, in a 
time of scarcity and high prices, Bra- 
zilian goods are being siphoned off into 
world markets. A shortage of goods and 
serious inflation have resulted. 

An export embargo was imposed by 
the Government to stem the flow of 
scarce food, clothing and consumer goods 
out of the country. Virtually every Bra- 
zilian product but coffee and raw cotton 
has been affected. The agricultural. ex- 
ports now banned are grains, cereals, 
flour, fertilizer, livestock and meat, nuts, 
potatoes, cotton seed, beans and peas. 
Rubber, metals, leather, lumber and oils 
are other articles that cannot be shipped. 

Now Brazilian producers fear they will 
lose important markets. Argentina, Bra- 
zil’s best customer for textiles, already is 
arranging to buy from Europe. The im- 
portance of world trade in getting Brazil 
industrialized is such that present export 
curbs are not expected to last long. 

Other countries now rebuilding indus- 
try and soon to enter world trade with 
their exports are likely to encounte: 
complaints from domestic consumers as 
long as goods are hard to buy. Already 
Frenchmen are grumbling over the high 
percentage of their wines that is going 
into export. 

But the revival of world trade is not 
to be slowed as a result. For, in the long 
run, the production of goods for con- 
sumers depends on the exchange — of 
materials in. trade. 


























N°? ONE in the United Nations organi- 
| zation envies Poland’s Oscar Lange 

his 30-day job as President of the Security 
Council, a rotating post. Lange, a Social- 
ist who represents a Communist-led Gov- 
ernment, is a former American citizen, 
’ but he speaks for a country in the Soviet 
sphere. 

Usually Lange (pronounced Lahn-ga) 
is one of the U. N.’s most cheerful dele- 
gates. Always relaxed, he used to sprawl 
over his chair, his tie popping out of his 
coat, his face mirroring: his enthusiasms 
and dislikes. But, since he took up the 
gavel on August 17, his manner fre- 
quently becomes stiff,.somber and wary. 
Representatives of the Western powers 
violently attack some of his decisions, 
while other decisions bring vehement 
glares from Russia’s Andrei Gromyko. 

Observers believe Lange is under 
stringent orders from the Warsaw Gov- 
ernment not to oppose the Soviet Union 
on important issues. The 42-year-old pro- 
fessor of economics, a liberal who has 
spent most of his life in academic circles, 
frequently argues world affairs along 
lines quite different from the arguments 
presented by Gromyko, but usually 
winds up supporting the Russian stand 
on major questions. 

Nationalism and Catholicism in Poland, 
two strong forces which cannot be ig- 
nored by Warsaw, also make it necessary 
for Lange to maintain a degree of inde- 
pendence in the U.N. 

The Polish Ambassador voted for ad- 
mission of Catholic Ireland to the United 
Nations, despite. a Soviet veto. In the 
Iranian dispute, he expressed disagree- 
ment with the Soviet proposal that the 
issue be dismissed from the Council 
agenda, and he retained his seat when 
Gromyko walked out of the chamber. 

The scholar-diplomat explained later 
that Poland’s policy was to support any- 
thing that “creates understanding be- 
tween the big powers and keeps us 
friendly with our closest neighbor, Russia, 
and with the Western powers, too.” 

Lange's occasional disagreements with 
Russia have led to repeated rumors that 
Warsaw would force him to resign. The 
Polish diplomat denies these rumors, but 
it is likely that he soon will relinquish his 
post as Ambassador to the U. S. and will 
concentrate on his U. N. duties. 

Intricate shifts in citizenship preceded 
Lange's ambassadorial appointment last 
December and he has been regarded with 
apprehension by some officials of the 
U.S. State Department ever since. 
Lange had lived in the U. S. almost con- 
tinuously after 1934, studying and teach- 


ing at seven American universities. Final- 
ly, in 1943, he became a U.S. citizen, 
Two years later, after political activities 
in support of Polish-Russian friendship, 
Lange was offered the Polish Ambassa- 
dorship. He returned to Warsaw, relin- 
quished his American citizenship and be- 
came a Polish citizen again. But his wife, 
Irene, and his six-year-old son remain 
U.S. citizens, and Lange himself is listed 
still as a faculty member at the University 
of Chicago, on leave. 
@ Illness as a youth influenced Lange's 
choice of a scholar’s career. The only son 
of a textile manufacturer, he was stricken 
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POLAND’S OSCAR LANGE 
Illness made a scholar 


with tuberculosis of the hip at the age of 
seven and was forced to spend two years 
in bed. Books became his main solace 
during this period and in later years as 
well, when a limping gait, which he still 
has, kept him from normal games and 
athletic activities. 

While an invalid, young Oscar studied 
piano, mathematics and Chinese. Chinese 
made other languages seem simple later 
and he learned many. He now speaks 
Polish, Russian, English, German, French 
and Spanish and carries on regular corre- 
spondence in Latin with a number of 
Jesuit priests. 


At Krakéw University, where he 


studied and taught for a decade, Lange 
gained his first interest in socialism. He 
wrote on Marxian economics and joined 
the Polish Socialist Party, a move which 
“scandalized” his conservative family. 
After a year at the London School of 





LANGE: Seeks Middle Ground 


Economics, Lange came to the U.S. on 
a Rockefeller fellowship in 1934. He 
studied at Harvard and the University of 
Minnesota and taught at Michigan, Cali- 
fornia, Stanford and Columbia. In 1938, 
at 34, he became an assistant professor 
of economics at the University of Chi- 
cago. 

@ Politics recaptured Lange’s interest 
during the war, when he wrote and lec- 
tured widely on the conflict between Rus- 
sia and the Polish Exile Government in 
London. He declared that the London 
Government was being “sabotaged by re- 
actionary emigres.” He urged the liberals 
in it to break away and form a coalition 
with the Moscow-sponsored Union of 
Polish Patriots. This solution was adopted 
by the Big Three at Yalta in February 
1945. 

Meanwhile, at the request of the Mos- 
cow Poles, Lange made a six-week trip 
to Russia. Stalin granted him a 140- 
minute interview in May 1944. After- 
ward, Lange said he had been convinced 
that Stalin wanted a strong Poland and 
had “not the slightest intention” of dictat- 
ing the political, economic or social forms 
of the new Polish state. Lange’s appoint- 
ment as Ambassador came 18 months 
later. 

The balding Polish diplomat stands 5 
feet 3 inches tall and weighs 176 pounds. 
Always accessible to reporters, Lange is 
a good source for newspapermen seeking 
interpretation of Soviet moves. He is not 
a stickler for formality. One day he wan- 
dered unannounced into the U.N. press 
lounge, put down his walking stick and 
proceeded to give an impromptu inter- 
view to 80 reporters. 

Lange rarely is professorial in man- 
ner, but he speaks best from a prepared 
text and is weak at repartee. Though his 
arguments are reasoned and persuasive, 
his high-pitched voice makes his delivery 
uninspiring. He is given to humor laden 
with heavy irony, which sometimes 
misses fire. 

Lange's fondest hope is to help close 
the gap between Russia and the Western 
powers. No country stands to benefit 
more from this policy than Poland, which 
lies between the East and West. 

As a former American citizen and a 
student of Soviet economy, the Polish 
Ambassador is uniquely equipped to 
bridge the two worlds. But no diplomat 
from a small nation could choose a more 
difficult task. When he yields the Secu- 
rity Council Presidency next week, Oscar 
Lange probably will be very glad that 
he will not have to pick up the gavel 


_again for 10 more months. 
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The return of King George II to 
Greece puts Prime Minister Constantine 


. Tsaldaris an important step closer to his 


biggest objective. That is the full res- 
toration of the constitutional system to 
Greece under a crown invested with all 
the traditional rights and privileges of 
royalty. 

It was Tsaldaris (pronounced Sall- 
darr-iss) who organized the plebiscite on 
the King’s return, but he would react 
violently to any attempt to label him 
reactionary, conservative or even mon- 
archist. He describes himself as a dem- 
ocrat championing the cause of “crowned 
democracy” in Greece and maintains that 
his Populist Party always has respected 
the will of the people and fought for 
social progress. 

Tsaldaris has no desire to see Greece 

emerge from postwar turmoil a Balkan 
country. In his opinion, the word “Bal- 
kan” now connotes confusion and com- 
munism. He envisions the future Greece 
as a Western nation in the geographic 
East, where it can reassert its historic 
importance as a bridge between Europe 
and Asia. 
@ A moderate within his own party, 
Tsaldaris has no sympathy with royalist 
extremists. He sees their activities jeop- 
ardizing his attempts at restoring national 
unity and getting Greek relations with 
her neighbors on a normal basis. 

When Tsaldaris took over as head of 
the Greek Government last April, he 
opened a new and difficult chapter in a 
career of public service extending over 
three decades. During that time he ac- 
quired the reputation of being a lawyer 
who applies jurisprudence to politics, and 
sets the constitution and legality above 
all else. 

The Prime Minister is from ancient 
Corinth, but he was born in Egypt in 
1885 while his parents were visiting 
there. He studied law at the University 
of Athens and then completed his edu- 
cation in England, Germany and Italy. 
The Balkan Wars of 1912-13 added the 
stern experience of service in the Army. 

By World War I, Tsaldaris already 

had made his mark as a government ad- 
ministrator and was Prefect of Corfu 
when the Allies occupied the Island in 
1916 and enlisted his immediate co- 
operation. Four years later he became 
Governor-General of Crete, largest of 
Greece’s islands and the most politically 
conscious. 
@ Politics, with their broader field, 
beckoned during the 1920s and Tsaldaris 
became increasingly active in party af- 
fairs, achieving Cabinet stature in 1933 
as Minister of Communications. 

As an important party leader, he was 
one .of those to protest to the King 
against the dictatorship which Gen. John 


TSALDARIS: Royalist Democrat 





Metaxas set up in 1936 after dissolving 
Parliament, and repeatedly refused offi- 
cial posts which Metaxas tendered him. 
@ In World War Il, when the Axis 
overwhelmed Greece, Tsaldaris became 
a moving spirit in the resistance move- 
ment. He was arrested by the Italians, 
but later was released and managed to 
escape to Egypt in 1944. There he de- 
voted himself to the organization of 
Greek fighting units to serve with the 
Allies. He did not participate in any of 
the exile governments, holding their 
policies too revolutionary. 

Returning to Greece after the libera- 
tion, he polled a top majority in the 
1946 parliamentary elections—the first 
free balloting in ten years. 

Tsaldaris in appearance is not an im- 
pressive figure. He is short, rather stout 
and often nervous or irritated in manner. 
But there is no question that his pop- 
ularity with his people has been en- 
hanced by the way he has upheld the 
Greek cause at the Paris Peace Con- 
ference in the face of a concerted assault 
by the Soviet Union and its satellites. 

And when those assaults come from 
Yugoslavia, now one of Greece's most 
violent critics, no man can better ap- 
preciate the irony of history. For it was 
Tsaldaris, as Prefect of Corfu, who gave 
haven to the refugee Government and 
Army of Serbia in World War I after 
the German and Austrian armies had 
overrun the country. And it was from 
Corfu that the refugee Serbs, Croats and 
Slovenes issued the now historic Dec- 
laration of Corfu demanding complete 
national unity for their peoples—a de- 
mand which led to the creation of Yugo- 
slavia. 
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PREMIER TSALDARIS 
‘Balkan’ means confusion 
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ASSASSINATION of Archduke Ferdinand of Austria and wife, shown at Sarajevo just before deaths, set off World War I. 


YUGOSLAVIA: A LAND OF TURMOIL 


ene een marks Yugoslavia’s past, makes the current crisis between 
the Government of Marshal Tito and the United States another episode 
in the nation’s stormy history. 

Since emergence from World War I as the Kingdom of the Serbs, Croats 
and Slovenes, discord abroad and disunity within have abounded. Between 
world wars, Yugoslavia quarreled with Bulgaria and Hungary over each 
other’s nationals, disputed with Italy the possession of Fiume and control 
of the Adriatic, wrangled with Greece over a free zone in Salonika. The 
Kingdom was torn by resistance of the Croats, a westernized minority, to 
attempts at “Serbifying” the people. Confusion deepened into chaos after 
June 20, 1928, when three Croatian deputies were killed by a progovernment 
deputy. King Alexander established a dictatorship Jan. 6, 1929, and renamed 
the Kingdom “Yugoslavia.” On Oct. 9, 1934, he was assassinated by a Croat. 

Peter II, aged 11, succeeded as King under a regency that retained Alex- 
ander’s centralist policy. Internal strife gave way to threats from abroad. 
Finally, on March 25, 1941, Yugoslavia entered into agreement with the 
Axis. Two days later, Prince Paul’s Government was overthrown. On April 6, 
Yugoslavia was attacked, the Army soon surrendered and Peter and the 
Cabinet fled to London. Guerrilla warfare was waged, first by Mikhailovitch , 
and, later, when Germany attacked Russia, by Tito. = — aaa 

On Nov. 29, 1945, the Federated People’s Republic of Yugoslavia was MARSHAL TITO salutes during Bel- 
proclaimed and the monarchy abolished. Tito became undisputed leader. grade parade celebrating V-E Day. 
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(2) TOO LATE, the assassin of King Alexander and French 
Foreign Minister Barthou at Marseille was struck down. 
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—European me | Co ee —Acme , 
(1) WOUNDED LEADER of Croatian Peasant Party, (5) OUSTED for their pro-Nazi acts were these regents: 
Stefan Raditch (center), greeted by followers after attack. Dr. Radenko Stanovitch, Dr. Ivo Perovitch and Prince Paul. 
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(8) RUSHED TO THE FRONT, the Yugoslavian Army dom was attacked on April 6, 1941, in reprisal for the new 
made a short-lived stand against the invaders when the King- Government’s rejection of agreements made with the Axis. 


tie eee 


36 ¢ WORLD REPORT 





parame 
(3) KING PETER, aged 11, attending funeral of his mur- (4) ‘UNCROWNED KING’ of Croatia, Vice Premier Vladi- 
dered father, Alexander I of Yugoslavia, at Belgrade in 1934, mir Matchek, waving his hat to minority followers in 1939. 
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(6) AT VIENNA, Hitler met Premier Cvetkovitch of Yugo- (7) SAFE in England, after fleeing from Yugoslavia, King 
slavia (left) in 1941 to sign a pact that later was repudiated. Peter shown conferring with his Premier, General Simovitch. 
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(9) CONQUERING TREAD of Italian boots rang through carrying on guerrilla warfare during World War II as had 
the streets of Yugoslavian cities. But the people fought on, their ancestors against the Turks and other oppressors. - 
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(10) YUGOSLAV PATRIOTS, such as these guerrillas, 
surrendered usually only after their ammunition was gone. 
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(14) FRIENDSHIP between Yugoslavia and Russia was 
formalized on April 11, 1945, with the signing of a 20- 


(16) AFTER WAR’S DEVASTATION, an UNRRA 
tractor helps return a Yugoslav field to production. 
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(11) GENERAL MIKHAILOVITCH, bearded leader of 
the Chetniks, was executed for “treason” on July 17, 1946, 
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year treaty. Tito signs while Stalin, Soviet Foreign Minister 
Molotov and Deputy Minister Vishinsky, at right, look on. 
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(17) RUSSIAN TANKS, reviewed by Tito, rumbled 
through Belgrade to celebrate Europe’s year of peace. 
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(12) MARSHAL TITO, at right, and staff at Partisan (13) ADHERENCE to the Four Freedoms was pledged 
headquarters, from which attacks on Axis were directed. by King Peter in speech before U.S. Congress in 1942. 
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(15) DOMINANT in the life of Yugoslavia’s politics posed of pro-Government parties. In this meeting at Bel- 
today is the National Liberation Front Congress, com- grade, delegates faced a picture of Tito flanked by red stars. 
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iy | —Sovfoto 
(18) PORTRAITS OF LENIN, Stalin and Tito and flags the streets of Yugoslavia’s capital in celebration of the first 
of the United Nations were carried by the people through anniversary of the nation’s liberation on Oct. 20, 1945. 
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Life Around the World — 


One impression of the Peace Conference: 


Politicians ‘going through the motions’ 


PARIS 

HE PEACE CONFERENCE gives you such 

$ distinct impression of a gathering of 

politicians going through the motions of 

some procedure expected of them that it’s 

difficult to realize the world apparently is 

hanging on everything that’s said and 

done. Here in Paris there’s hardly a ripple 

of interest in the presence of all the dip- 
lomatic “brass hats.” 

Weeks of wordy plenary sessions in 
the high-domed, semicircular Senate 
Chamber of the Luxembourg Palace final- 
ly cleared the way for the real work of 
the Conference—the review, by nine com- 
missions, of the draft treaties, and the 
preparation of recommendations for re- 
visions to go to the representatives of the 
21 nations assembled here. 

The plenary sessions, so far, have the 
character of serious debating contests, 
with the backers of each side, in different 
sections, applauding the various speakers 
by turn. The words and manners of the 
speakers make it clear that the difference 
in language is not the only reason for this. 

As U.S. Secretary of State Byrnes, anx- 
ious and patient, mounts the rostrum to 
defend the principle of equal economic 
opportunity in the defeated countries for 
all nations, he has to pause time and 
again for clapping from the middle and 
back rows, while the delegates of the 
Soviet Union, Byelorussia, Poland, the 
Ukraine, Yugoslavia and Czechoslovakia 
sit silent or keep absorbed in their desk 
work. But when one of their members, 
having attacked the motives of the capi- 
talistic democracies, or the “fascistic” 
new government of Italy, or the “ag- 
gressive designs of Greece against Bul- 
garia, steps down, he receives a wave 
of applause from those rows. 

The scene reminds one of the U.S. 
Senate or a state legislature, except for 
the 17th century note in the wall decora- 
tions: Plump little cherubs looking down 
from around the clocks, sculptured panels 
under the ceiling, and statues of Turgot, 
Colbert and other French thinkers and 
statesmen behind the rostrum. 

As the Chairman—either Georges Bi- 
dault of France, Byrnes, V. M. Molotov of 
Russia, Ernest Bevin of Britain or Dr. 
Wang Shih-chieh of China, each serving 
for three days at a time—enters the door 
at the back and climbs to the highest seat 
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on the rostrum to call the Conference to 
order, the rows of chairs before him 
covered with red plush, are only about 
half or two-thirds full. 

So they remain usually. There is a con- 
tinual turnover of their occupants as trans- 
lators take the floor after each speaker to 
repeat his remarks in English, French and 
Russian. Loud-speakers placed here and 
there throughout the corridors and offices 
of the gloomy building indicate to wan- 


A 





dering delegates when they should return 
for the version they want. 

Many of the approximately 200 dele- 
gates, however, choose to stay throughout 
the sessions. Sometimes two meetings are 
held in a day, each meeting lasting more 
than four hours. Near the middle of the 
chamber, on Byrnes’s left, his studious- 
looking aide, Ben Cohen, writes hour after 
hour, leaning over occasionally to speak 
to Byrnes. 

On the other side of the aisle sit the 
Russians. Molotov remains motionless, 
with his small hands in his lap, or slowly 
makes notes on a small pad. On his right, 
white-haired, bulky-shouldered Andrei 
Vishinsky, in a state of apparent agitation, 
glances rapidly through documents in a 
folder before him, or races his pencil 
over page after page of paper. Molotov’s 
interpreter and messenger, Nikolai Pav- 
lov, continually comes and goes on er- 











rands to other delegates, or to members 
of the secretariat on the rostrum or in the 
back of the chamber. 

In the row for the Indian delegation, 
near the back, a high turban of stiff, 
white silk, falling over its wearer’s neck 
like a cock’s comb, bobs up and down as 
the Foreign Minister of the Punjab, con- 
spicuous in his native dress of yellow 
“zoot’ trousers and fitted coat, talks with 
his colleagues. 

In all parts of the room, newspapers 
are spread out on desks. Behind Byrnes, 
Paul-Henri Spaak, Belgian delegate and 
Chairman of the General Assembly of the 
United Nations, gets all the Brussels 
papers and reads them from front page to 
sports. Most of the Paris and London 
papers, and some in Slavic script, are to 
be seen. The new issue of Filles de 
France, with its bathing beauty cover, 
and other picture magazines litter the 
desk of an American. 

Besides the spokesmen of the five 
former enemy states, each of whom spoke 
once and then was escorted from the 
room with his delegation, only the lead- 
ers of the Big Four command a full house 
and an attentive audience. 

While the young Byelorussian who 
translates all the Chairman’s remarks im- 
mediately into the two other official 
languages is repeating the words giving 
the floor to Vishinsky, the No. 2 Soviet 
delegate quickly takes his place at the 
speaker's stand. Gesticulating jerkily, he 
argues in the hurried, forceful, agitated 
manner he must have displayed as a 
criminal lawyer convincing the court of 
the guilt of political suspects. At inter- 
vals, he leans over and shuffles the pages 
of his text to find the place he has 
reached. 

By contrast, Molotov’s movements are 
deliberate and precise. Having climbed 
to the rostrum, he places his small sheet 
of notes exactly parallel with the sides 
of the desk blotter, under the upper, 
right-hand flap, and fingers it delicately 
as he talks. He speaks almost inaudibly, 
hesitating to compose his speech as he 
goes along and continually repeating 
words or phrases as he decided to change 
the order. His head is bent down and 
his voice hardly carries beyond the “Rus- 
sian bloc,” so that he gives the impres- 
sion of talking only to that section. 

Throughout the long meetings, the 
Chairman remains in his place, in 
the subdued sunlight slanting down on 
the rostrum from the skylight. After each 
speech has been translated, he announces 
recognition of the next delegate from 
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whom he has received a request for the 


floor. Most of these requests are sent up 
to the Chairman in writing, except dur- 
ing arguments about procedural matters, 
in which each participant speaks for 
only a few minutes. 

Below the Chairman, on his right, sits 
the Secretary-General, thin, gray, quiet- 
mannered Jacques Fouques-Duparc, of 
the French Foreign Office. Now and then 
he confers with the Chairman, and hands 
him the agenda prepared by the secre- 
tariat for the following session. 

As the delegates leave at intervals 
throughout the day, the courtyard re- 
sounds continually with the quick “Allo, 
Allo,” of the announcer calling over the 


_ Joud speaker for the cars to come for their 


passengers. 

If it happens to be lunch or dinner 
time, the delegates may decide to go first 
to another wing of the Palace, where 
three spacious rooms, resplendent with 
great chandeliers and walls paneled with 
mirrors, have been converted into din- 
ing rooms. 

The restaurants in the Palace are 
crowded with Conference employes and 
newspaper reporters. Along one side, 
deep, wide windows overlook extensive 
formal gardens, colorful now with luxuri- 
ant fuchsias and dozens of other flowers. 


Less than two years ago, the same space, 
which had been garden since the Palace 
was built for Marie de Médici in the 17th 
century, was covered with concrete laid 
by the Germans over underground pas- 
sages they had built. 

Much of the main work of the Con- 
ference has been in a number of small 
meetings, because the nine special com- 
missions get together morning, afternoon 
and evening to study the treaties drafted 
by the Council of Foreign Ministers. 

Composed of representatives of the na- 
tions at war with the former enemy states, 
or the signatories to their treaties, these 
commissions include five to deal with the 
political and territorial clauses of the five 
treaties; one to review the economic 
clauses of the Italian treaty; another to 
study the economic phases of the three 
Balkan treaties; one to study the military 
clauses of all five; and, finally, a legal 
and drafting commission to assist all the 
others. 

These small groups, working under 
permanent chairmen and in_ sessions 
closed to the public, naturally function in 
an atmosphere more informal than that 
of the plenary sessions. But it is no more 
peaceful. The delegations, split up among 
the commissions, keep up their show of 
bloc politics. L. J. 


Steaming Rangoon suffers a minor atrocity: 


the Japs stole most of the city’s electric fans 


RANGOON 
HIS CAPITAL OF BURMA is a “horrible 
example” of what war can (and 
does) do to a city that was once one of 
the most modern in the British Colonial 
Empire. It’s damaged from Allied air 
raids, dirty, and filled with labor unrest. 
Prices are high and business is terrible. 
But it is still very interesting. 

Before the war, when Rangoon was 
the major port for supplying China, via 
the Burma Road, the population was 
more than half a million; today, it’s down 
to 300,000. Then the population of Bur- 
mese, Indians and Chinese was well 
clothed and well housed; today, they 
live in filthy, bombed-out shells of build- 
ings or shacks. 

The monsoon season, with rain falling 
several times a day, adds to the city’s 
depressing appearance, holding up re- 
pair and reconstruction woik and keep- 
ing everything wet. 

Rangoon’s water supply is feeble, the 


| sewerage system has not yet been put 


back in working order, and shops open 
late and close early because there are no 


¥ clectric lights. 






Of the city’s good hotels, only the 
Strand is open, and it has been com- 
mandeered for the British Burma Navy 
and passengers and crews of the British 


# Overseas Airways flying boats, which 


‘taxis and only a few 


pause here between Malaya and India. 

One of the meanest tricks the Japs 
played on Rangoon was to remove most 
of the city’s thousands of electric fans, 
vital for comfort in this hot and muggy 
climate. Some replacements now are 
coming in from India, but most homes 
and business establishments are without 
them. Today’s newspapers carry an ad- 
vertisement in which a barber shop an- 
nounces with pleasure that it now has 
fans. 

The American colony, outside of the 
consular staff, now numbers five—mis- 
sionaries and the representative of a rub- 
ber company—and the rubber man is 
soon going on to India. Burmese want to 
know when American banks and busi- 
nesses will reopen their Rangoon offices. 
The answer is obvious: Like everyone 
else, they await clarification of the 
political situation. 

Transportation is 
scarce. There are no 


battered rickshas. 
The streetcar lines 
haven’t resumed op- 
eration. Prices are 
high, essential com- 
modities are _ ra- 
tioned, and the black 
market thrives. 











Only one moving picture theater is 
operating in Rangoon. It is open from 
noon until midnight but doesn’t come 
close to handling the crowds lined up at 
the box office. 

The press is free in that it doesn’t 
hesitate to attack the Government or 
complain about living conditions. Out- 
side news comes in the limited report of 
a British press agency, and the British 
control the importation of newsprint. 

The people appear well fed in com- 
parison with most other peoples in South- 
east Asia, but they are extremely short of 
clothing. Shops display an abundance of 
unset gems—rubies, sapphires and jade— 
and there seems to be an oversupply of 
wrist watches. 

Walking around, you see that nearly 
every building is shabby and in need of a 
good cleaning and a coat of paint. This 
includes even the brilliantly-colored pa- 
godas, which once attracted visitors from 
all over the world. 

The Royal Air Force is helping to meet 
the shortage in cooking and eating uten- 
sils by issuing scrap aluminum to metal- 
workers for conversion into cups, plates 
and pans. The shortage of glasses is 
being overcome by cutting the necks off 
the beer bottles discarded by British 
Tommies. 

Trade is bad because shipowners con- 
sider the wrecks in the harbor a menace 
to navigation, and because usually they 
can't get outgoing cargoes. Only small 
quantities of rice, for India, are being 
exported. 

Imports are mostly from India, with 
some cement, machinery and _ textiles 
coming from England. 

Strikes have held up rehabilitation 
work. Wages have been boosted, but 
workers complain their pay still can't 
make up for increased living costs. Gov- 
ernment employes recently have been 
given a living allowance that is the 
equivalent of a 70 per cent increase in 
wages. 

Rangoon’s future, however, is not as 
black as may appear. There's still life 
here and a stubborn determination to get 
everything going again eventually. In 
the meantime, the bombed-out buildings 
are replacing the peacocks and pagodas 
as the main attraction, and politics is the 
main activity. F. H. 
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THE U.S. POLICY ON GERMANY 


Text of Secretary Byrnes’s Address at Stuttgart 


(Full text of an address made by U.S. Secretary of 
State James F. Byrnes at Stuttgart, U. S. Occupied Zone 
in Germany, Sept. 6, 1946.) 


HAVE COME TO GERMANY to learn at first hand the prob- 

lems involved in the reconstruction of Germany and to 
discuss with our representatives the views of the United 
States Government as to some of the problems confronting us. 

We in the United States have given considerable time and 
attention to these problems, because upon their proper solu- 
tion will depend not only the future well-being of Germany 
but the future well-being of Europe. 

We have learned, whether we like it or not, that we live 
in one world from which we cannot isolate ourselves. We 
have learned that peace and well-being are indivisible and 
that our peace and well-being cannot be purchased at the 
price of the peace or well-being of any other country. 

I hope that the German people will never again make the 
mistake of believing that because the American people are 
peaceloving, they will sit back hoping for peace if any nation 
uses force or the threat of force to acquire dominion over 
other people and other governments. 

In 1917 the United States was forced into the First World 
War. After that war we refused to join the League of Nations. 
We thought we could stay out of Europe’s wars and we lost 
interest in the affairs of Europe. That did not keep us from 
being forced into the Second World War. 

We will not again make that mistake. We intend to continue 
our interest in the affairs of Europe and of the world. We have 
helped to organize the United Nations. We believe it will stop 
aggressor nations from starting wars. Because we believe it, 
we intend to support the United Nations organization with all 
the power and resources we possess. 

The American people want peace. They have long since 
ceased to talk of a hard or a soft peace for Germany. This 
never has been the real issue. What we want is a lasting peace. 
We will oppose harsh and vengeful measures which obstruct 
an effective peace. We will oppose soft measures which invite 
the breaking of the peace. 

In agreeing at Potsdam that Germany should be disarmed 
and demilitarized and in proposing that the four major powers 
should by treaty jointly undertake to see that Germany is kept 
disarmed and demilitarized for a generation, the United States 
was not unmindful of the responsibility resting upon it and its 
major allies to maintain and enforce peace under law. 

Freedom from militarism will give the German people the 
opportunity, if they will but seize it, to apply their great ener- 
gies and abilities to the works of peace. It will give them the 
opportunity to show themselves worthy of the respect and 
friendship of peaceloving nations, and in time to take. an 
honorable place among the members of the United Nations. 

It is not in the interest of the German people or in the inter- 
est of world peace that Germany should become a pawn or a 
partner in a military struggle for power between the East and 
the West. 

Twice in our generation German militarism and Nazism 
have devastated the lands of Germany’s neighbors. It is fair 
and just that Germany should do her part to repair that devas- 
tation. Most of the victims of Nazi aggression before the war 
were less well off than Germany. They should not be expected 
by Germany to bear, unaided, the major costs of Nazi ag- 

gression. 
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The United States, therefore, is prepared to carry out fully 
the principles outlined in the Potsdam Agreement on demili- 
tarization and reparations. However, there should be changes 
in the levels of industry agreed by the Allied Control Com- 
mission if Germany is not to be administered as an economic 
unit as the Potsdam Agreement contemplates and requires. 

The basis of the Potsdam Agreement was that, as part of a 
combined program of demilitarization and reparations, Ger- 
many’s war potential should be reduced by elimination and 
removal of her war industries and the reduction and removal 
of heavy industrial plants. It was contemplated this should be 
done to the point that Germany would be left with levels of 
industry capable of maintaining in Germany average European 
living standards without assistance from other countries. 

The plants so to be semoved were to be delivered as repara- 
tions to the Allies. The plants to be removed from the Soviet 
zone would go to the Soviet Union and Poland and the plants 
to be removed from the Western zones would go in part to the 
Soviet Union but in the main to the Western Allies. Provision 
was also made for the distribution of Germany’s foreign assets 
among the Allies. 

After considerable discussion the Allies agreed upon levels 
to which the principal German industries should be reduced 
to carry out the Potsdam Agreement. These levels were agreed 
upon on the assumption that the indigenous resources of 
Germany were to be available for distribution on an equitable 
basis for all Germans in Germany and that products not 
necessary for use in Germany would be available for export 
in order to pay for necessary imports. 

In fixing the levels of industry, no allowance was made for 
reparations from current production. Reparations from cur- 
rent production would be wholly incompatible with the levels 
of industry now established under the Potsdam Agreement. 

Obviously, higher levels of industry would have had to 
be fixed if reparations from current production were con- 
templated. The levels of industry fixed are only sufficient to 
enable the German people to become selfsupporting and to 
maintain living standards approximating the average Euro- 
pean living conditions. 

That principle involves serious hardships for the German 
people, but it only requires them to share the hardships which 
Nazi aggression imposed on the average European. 

The German people were not denied, however, the pos- 
sibility of improving their lot by hard work over the years. 
Industrial growth and progress were not denied them. Being 
obliged to start again like the people of other devastated 
countries, with a peacetime economy not able to provide them 
more than the average European standard, the German people 
were not to be denied the right to use such savings, as they 


might be able to accumulate by hard work and frugal living, 


to build up their industries for peaceful purposes. 


That was the principle of reparations we agreed to at j 


Potsdam. And the United States will not agree to the taking 


from Germany of greater reparations than was provided by © 


the Potsdam Agreement. 


The carrying out of the Potsdam Agreement has, however, — 
been obstructed by the failure of the Allied Control Council. — 
to take the necessary steps to enable the Germany economy to © 
function as an economic unit. Essential] central German admin- — 
istrative departments have not been established, although they — 


are expressly required by the Potsdam Agreement. 


The equitable distribution of essential commodities between 4 
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the several zones so as to produce a balanced economy through- 
out Germany and reduce the need for imports has not been 
arranged, although that too is expressly required by the Pots- 
dam Agreement. 

The working out of a balanced economy throughout Ger- 
many to provide the necessary means to pay for approved 
imports has not been accomplished, although that too is ex- 
pressly required by the Potsdam Agreement. 

The United States is firmly of the beliet that Germany 
should be administered as an eeonomic unit and that zonal 
barriers should be completely obliterated so far as the eco- 
nomic life and activity in Germany are concerned. 

The conditions which now exist in Germany make it im- 
possible for industrial production to reach the levels which the 
occupying powers agreed were essential for a minimum Ger- 
man peacetime economy. Obviously, if the agreed levels of 
industry are to be reached, we cannot continue to restrict the 
free exchange of commodities, persons and ideas throughout 
Germany. The barriers between the four zones of Germany 
are far more difficult to surmount than those between normal 
independent states. 

The time has come when the zonal boundaries should be 
regarded as defining only the areas to be occupied for security 
purposes by the armed forces of the occupying powers and 
not as self-contained economic or political units. 

That was the course of development envisaged by the 
Potsdam Agreement and that is the course of development 
which the American Government intends to follow to the 
full limit of its authority. It has formally announced that it 
is its intention to unify the economy of its own zone with 
any or all of the other zones willing to participate in the 
unification. 

So far only the British Government has agreed to let its 
zone participate. We deeply appreciate their co-operation. 
Of course, this policy of unification is not intended to exclude 
the governments not now willing to join. The unification will 
be open to them at any time they wish to join. 

We favor the economic unification of Germany. If complete 
unification cannot be secured, we shall do everything in our 
power to secure the maximum possible unification. 

Important as economic unification is for the recovery of 
Germany and of Europe, the German people must recognize 
that the basic cause of their suffering and distress is the war 
which the Nazi dictatorship brought upon the world. 

But just because suffering and distress in Germany are 
inevitable, the American Government is unwilling to accept 
responsibility for the needless aggravation of economic dis- 
tress that is caused by the failure of the Allied Control Coun- 
cil to agree to give the German people a chance to solve some 
of their most urgent economic problems. 

So far as many vital questions are concerned, the Control 
Council is nei*her governing Germany nor allowing Germany 
to govern itself. 

A common financial policy is-essential for the successful 
rehabilitation of Germany. Runaway inflation accompanied by 
economic paralysis is almost certain to develop unless there is 
a common financial policy directed to the control of inflation. 
A program of drastic fiscal reform, to reduce currency and 
monetary claims, to revise the debt structure and to place 
Germany on a sound financial basis, is urgently required. 

The United States has worked hard to develop such a pro- 
gram but fully co-ordinated measures must be accepted and 
applied uniformly to all zones if ruinous inflation is to be pre- 
vented. A central agency of finance is obviously necessary to 
carry out any such program effectively. 


It is also essential that transportation, communications and - 


postal services should be organized throughout Germany with- 
out regard to zonal barriers. The nationwide organization of 
these public services was contemplated by the Potsdam Agree- 
ment. Twelve months have passed and nothing has been done. 

Germany needs all the food she can produce. Before the war 
she could not produce enough food for her population. The 


area of Germany has been reduced. The population of Silesia, 
for instance, has been forced back into a restricted Germany. 
Armies of occupation and displaced persons increase demands, 
while lack of farm machinery and fertilizer reduce supplies. 
To secure the greatest possible production of food and the 
most effective use and distribution of the food that can be 
produced, a central administrative department for agriculture 
should be set up and allowed to function without delay. 

Similarly, there is urgent need for the setting up of a central 
German administrative agency for industry and foreign trade. 
While Germany must be prepared to share her coal and steel 
with the liberated countries of Europe dependent upon those 
supplies, Germany must be enabled to use her skills and her 
energies to increase her industrial production and to organize 
the most effective use of her raw materials. 

Germany must be given a chance to export goods in order 
to import enough to make her economy self-sustaining. Ger- 
many is a part of Europe and recovery in Europe, and par- 
ticularly in the adjoining states, will be slow indeed if 
Germany, with her great resources of iron and coal, is turned 
into a poorhouse. 

When the ruthless Nazi dictatorship was forced to sur- 
render unconditionally, there was no German Government 
with which the Allies could deal. The Allies had temporarily 
to take over the responsibilities of the shattered German state, 
which the Nazi dictatorship had cut off from any genuine 
accountability to the German people. The Allies could not 
leave the leaders or minions of Nazism in key positions ready 
to reassert their evil influence at the first opportunity. They 
had to go. 

But it never was the intention of the American Government 
to deny to the German people the right to manage their own 
internal affairs as soon as they were able to do so in a demo- 
cratic way with genuine respect for human rights and funda- 
mental freedoms. 

The Potsdam Agreement, concluded only a few months 
after the surrender, bound the occupying powers to restore 
local self-government and to introduce elective and representa- 
tive principles into the regional, provincial and state adminis- 
tration as rapidly as was consistent with military security and 
the purposes of military occupation. 

The principal purposes of the military occupation were and 
are to demilitarize and denazify Germany but not to raise 
artificial barriers to the efforts of the German people to resume 
their peacetime economic life. 

The Nazi war criminals were to be punished for the suffer- 
ing they brought to the world. The policy of reparations and 
industrial disarmament prescribed in the Potsdam Agreement 
was to be carried out. But the purposes of the occupation did 
not contemplate a prolonged alien dictatorship of Germany’s 
peacetime economy or a prolonged alien dictatorship of Ger- 
many’s internal political life. The Potsdam Agreement ex- 
pressly bound the occupying powers to start building a po- 
litical democracy from the ground up. 

The Potsdam Agreement did not provide that there should 
never be a central German government. It merely provided 
that for the time being there should be no central German 
government. Certainly this only meant that no central Ger- 
man government should be established until some sort of 
democracy was rooted in the soil of Germany and some sense 
of local responsibility developed. 

The Potsdam Agreement wisely provided that the admin- 
istration of affairs of Germany should be directed towards the 
decentralization of the political structure and the develop- 
ment of local responsibility. This was not intended to prevent 
progress towards a central government with the powers neces- 
sary to deal with matters which should be dealt with on a 
nationwide basis. But it was intended to prevent the establish- 
ment of a strong central government dominating the German 
people instead of being responsive to their democratic will. 

It is the view of the American Government that the German 
people, throughout Germany, under proper safeguards, should 
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now be given the primary responsibility for the running of 
their own affairs. 

More than a year has passed since hostilities ceased. The 
millions of German people should not be forced to live in 
doubt as to their fate. It is the view of the American Govern- 
ment that the Allies without delay should make clear to the 
German people the essential terms of the peace settlement 
which they expect the German people to accept and observe. 
It is our view that the German people should now be per- 
mitted and helped to make the necessary preparations for the 
setting up of a democratic German government which can 
accept and observe those terms. 

From now on, the thoughtful people of the world will judge 
Allied action in Germany not by Allied promises but by Allied 
performances. The American Government has supported and 
will continue to support necessary measures to denazify and 
demilitarize Germany. But it does not believe that large armies 
of alien soldiers or alien bureaucrats, however well motivated 
and disciplined, are in the long run the most reliable guardians 
of another country’s democracy. 

All that the Allied governments can and should do is to lay 
down’ the rules under which German democracy can govern 
itself. Allied occupation forces should be limited to a number 
sufficient to see that those rules are obeyed. 

But the question for us will be: What force is needed to 


_ make certain that Germany does not rearm as it did after the 


First World War? Our proposal for a treaty with the major 
powers to enforce for 25 or even 40 years the demilitarization 
plan finally agreed upon in the peace settlement would have 
made possible a smaller army of occupation. For enforcement, 
we could rely more upon a force of trained inspectors and less 
upon the infantry. 

For instance, if an automobile factory, in violation of the 
treaty, converted its machinery to the production of weapons 
of war, inspectors would report it to the Allied Control Coun- 
cil. They would call upon the German Government to stop 
the production and punish the offender. If the German Gov- 
ernment failed to comply, then the Allied nations would take 
steps to enforce compliance by the German Government. Our 
proposal for a treaty was not agreed to. 

Security forces will probably have to remain in Germany 
for a long period. I want no misunderstanding. We will not 
shirk our duty. We are not withdrawing. As long as an occu- 
pation force is required in Germany the Army of the United 
States will be a part of that occupation force. 

The United States favors the early establishment of a pro- 
visional German government for Germany. Progress has been 
>iade in the American zone in developing local and state self- 
government in Germany, and the American Government be- 
lieves that similar progress is possible in all zones. 

It is the view of the American Government that the pro- 
visional government should not be hand-picked by other gov- 
ernments but should be a German national council composed 
of the democratically responsible Minister Presidents or other 
chief officials of the several states or provinces which have 
been established in each of the four zones. 

Subject to the reserved authority of the Allied Control 
Council, the German national council should be responsible 
for the proper functioning of the central administrative agen- 
cies which should have adequate power to ensure the admin- 
istration of Germany as an economic unit as was contemplated 
by the Potsdam Agreement. 

The German national council should also be charged with 
the preparation of a draft of a federal constitution for the 
United States of Germany which among other things should 
ensure the democratic character of the new Germany and the 
human rights and fundamental freedoms of all its inhabitants. 

After approval in principle by the Allied Control Council, 
the proposed constitution should bé submitted to an elected 
convention for final drafting and then submitted to the Ger- 
man people for ratification. 

While we shall insist that Germany observe the principles 
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of peace, good neighborliness and humanity, we do not want 
Germany to become the satellite of any power or powers or to 
live under a dictatorship, foreign or domestic. The American 
people hope to see a peaceful and democratic Germany be- 
come and remain free and independent. 

The time has also come to define the boundaries of the new 
Germany. 

Austria has already been recognized as a free and inde- 
pendent country. Her temporarv and forced union with Ger- 
many was not a happy event for either country and the United 
States is convinced that it is in the interest of both countries 
and the peace of Europe that they should pursue their sep- 
arate ways. 

At Postdam specific areas which were a part of Germany 
were provisionally assigned to the Soviet Union and to Poland, 
subject to the final decisions of the Peace Conference. At that 
time these areas were being held by the Soviet and Polish 
armies. We were told that Germans in large numbers were 
fleeing from these areas and that it would in fact, because 
ot the feelings aroused by the war, be difficult to reorganize the 
economic life of these areas if they were not administered as 
integral parts, in the one case, of the Soviet Union and, in 
the other, of Poland. 

The heads of government agreed to support at the peace 
settlement the proposal of the Soviet Government concerning 
the ultimate transfer to the Soviet Union of the city of K6nigs- 
berg and the area adjacent to it. Unless the Soviet Government 
changes its views on the subject, we will certainly stand by 
our agreement. 

With regard to Silesia and other Eastern German areas, the 
assignment to Poland by Russia for administrative purposes 
had taken place before the Potsdam meeting. The heads of 
government agreed that, pending the final determination of 
Poland’s Western frontier, Silesia and other Eastern German 
areas should be under the administration of the Polish state 
and for such purposes should not be considered as part of the 
Soviet zone of occupation in Germany. However, as the proto- 
col of the Potsdam Conference makes clear, the heads of 
government did not agree to support at the peace settlement 
the cession of this particular area. 

The Soviets and the Poles suffered greatly at the hands of 
Hitler’s invading armies. As a result of an agreement at Yalta, 
Poland ceded to the Soviet Union territory east of the Curzon 
Line. Because of this, Poland asked for a revision of her 
Northern and Western frontiers. The United States will sup- 
port a revision of these frontiers in Poland’s favor. However, 
the extent of the area to be ceded to Poland must be deter- 
mined when the final setthement is agreed upon. 

The United States does not feel that it can deny to France, 
which has been invaded three times by Germany in 70 years, 
its claim to the Saar territory whose economy has long been 
closely linked with France. Of course, if the Saar territory is 
integrated with France, she should readjust her reparation 
claims against Germany. - 

Except as here indicated, the United States will not support 
any encroachment on territory which is indisputably German 
or any division of Germany which is not genuinely desired by 
the people concerned. So far as the United States is aware, 
the people of the Ruhr and the Rhineland desire to remain 
united with the rest of Germany. And the United States will 
not oppose their desire. 

While the people of the Ruhr were the last to succumb to — 
Nazism, without the resources of the Ruhr, Nazism could never 
have threatened the world. Never again must those resources 
be used for destructive purposes. They must be used to rebuild ~ 
a free and peaceful Germany and a free and peaceful Europe. 

The United States will favor such controls over the whole 
of Germany, including the Ruhr and Rhineland, as may be nec- ~ 
essary for security purposes. It will help to enforce those con- 
trols. But it will not favor any controls that would subject the 


Ruhr and Bhineland to political domination or manipulation of % 


outside powers. 
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The German people are now feeling the devastating effects 
of the war which Hitler and his minions brought upon the 
world. Other people felt those devastating effects long before 
they were brought home to the German people. | 

The German people must realize that it was Hitler and his 
minions who tortured and exterminated innocent men, women 
and children and sought with German arms to dominate and 
degrade the world. It was the massed, angered forces of hu- 
manity which had to fight their way into Germany to give the 
world the hope of freedom and peace. 

The American people who fought for freedom have no de- 
sire to enslave the German people. The freedom Americans 
believe in and fought for is a freedom which must be shared 
with all willing to respect the freedom of others. 





The United States has returned to Germany practically all 
prisoners of war that were in the United States. We are taking 
prompt steps to return German prisoners of war in our custody 
in other parts of the world. 

The United States cannot relieve Germany from the hard- 
ships inflicted upon her by the war her leaders started. But 
the United States has no desire to increase those hardships or 
to deny the German people an opportunity to work their way 
out of those hardships so long as they respect human freedom 
and cling to the paths of peace. 

The American people want to return the government of 
Germany to the German people. The American people want to 
help the German people to win their way back to an honorable 
place among the free and peaceloving nations of the world. 





YUGOSLAV-U. 8. CONTROVERSY 


Continuation of the dispute over aircraft flights 


(The United States and Yugoslavia still are engaged in 
a diplomatic controversy over the shooting down by 
Yugoslav fighter planes of two American transport planes 
and the loss of American lives. Texts of the previous 
notes exchanged by the two governments were published 
in the August 29 and September 5 issues of WORLD 
REPORT. Here are the texts of the latest notes. The 
American note was delivered to the Yugoslav charge 
d’affaires in Washington on Sept. 3, 1946.) 


REFER TO A NOTE dated August 30, 1946, which you left 
I at the Department of State in regard to alleged flights of 
United States planes over Yugoslav territory. In your note 
you refer to several notes of protest to the United States Gov- 
ernment requesting that flights over Yugoslav territories be 
stopped and that inquiries be undertaken toward establishing 
those responsible. : 

You state that your Government did not receive a satisfac- 
tory reply and that measures were not undertaken to prevent 
the flights. Your note states, furthermore, that your Govern- 
ment received no satisfactory answer to its last two notes— 


that of August 10, 1946, in regard to the forced landing of an 


American military transport plane in Yugoslavia on August 9 
and that on August 20 concerning the flight of a second 
American transport over Yugoslav territory on August 19, 
“whose crew unfortunately met a tragic end that might, in any 
case, have been avoided had the crew obeyed the invitation 
to land.” 

In your note of August 30 you state that neither of these 
two American planes flew over Yugoslavia in an emergency 
caused by bad weather. Your note further states that your 
Government “cannot be held responsible for the victims” of 
the plane which was shot down on August 19 “as it had under- 
taken everything possible to avoid such results in similar 
flights which had taken place, and which might easily occur at 
a border where our Army, like that of every independent 
country, is charged with guarding the integrity of our territory 
and the sovereignty of our country.” 

Your note of August 30 states that your Government again 
requests that the United States Government reply concerning 
the steps it has taken to end “the unauthorized and intentional 
flights over Yugoslav territory.” You further state that un- 
authorized flights over Yugoslav territory have occurred again 
in the same region even after the “incident” of August 19. 

Your note states that “on August 23 there were flights by 
three bombers, three fighters and one transport; August 24, 
eight planes flew over—three bombers, three fighters and two 
transports; August 25, three planes, two fighters and one trans- 


port; August 26, nine planes, seven fighters, one transport and 
one bomber; August 27, nine planes, five bombers, two trans- 
ports and two fighters.” 

Your note goes on to state that it is obvious that all of these 
cases “could not be the result of emergency or bad weather, 
but that in most cases the flights over our territory were in- 
tentional.” 

Your note concludes by referring to the statement of Mar- 
shal Tito to Ambassador Patterson that “he has forbidden the 
shooting at planes that might fly over Yugoslav territory; pre- 
suming that for its part the Government of the United States 
of America would undertake the steps necessary to prevent 
these flights, except in the case of emergency or bad weather, 
for which arrangements could be made by agreement between 
American and Yugoslav authorities.” 

In a conversation with Ambassador Patterson in Belgrade 
on August 31 Marshal Tito stated that he was sorry to say 
that, far from ceasing, unauthorized flights over Yugoslav 
territory continued in increasing numbers every day. He stated 
that on August 28 four fighters and two bombers were sighted 
over Yugoslav territory; on August 29 he asserted 20 planes, 
14 bombers, two transports and four fighters flew over Yugo- 
slav territory without authorization, Presumably, although this 
is not completely clear from Ambassador Patterson’s telegram 
reporting the conversation, Marshal Tito believed that all of 
these planes were American planes. 

In the same conversation with Ambassador Patterson on 
August 31, Marshal Tito, after referring to your note of 
August 30 to the Department of State, stated that he was 
now asking for three things: (1) an official guarantee that 
violations of Yugoslav territory would stop; (2) that pilots 
and others responsible for future violations would be pun- 
ished; and (3) an agreement on signals for pilots in difficulty 
to communicate with Yugoslav pilots and ground forces for 
assistance. 

In order that I may deal comprehensively with the alleged 
violations of Yugoslav territory by American planes, perhaps it 
would be well if I recapitulated briefly statements contained in 
the notes of your Government in regard to such alleged 
violations. Your Government's note of August 10 alleged 172 
violations of Yugoslav territory and gave 97 examples of such 
violations on seven specified dates between July 16 and August 
8. The examples cited comprised 61 bombers, 15 fighters, one 
transport and 20 unidentified aircraft. 

A further note from your Government dated August 20 
alleged 44 violations of Yugoslav territory by unauthorized air- 
craft from August 10 to August 20. These 44 violations were 
alleged to have taken place on seven specific dates during the 
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period and have consisted of 27 bombers, 12 fighters, four 
transports and one unidentified aircraft. 

The violations of Yugoslav territory alleged to have taken 
place in your note of August 30 are set forth in the third para- 
graph of this note, and those mentioned by Marshal Tito in 
conversation with Ambassador Patterson on August 31 are set 
forth in the fifth paragraph of this note. 

In summary, the Yugoslav Government has alleged that 
over the period from July 16 to August 29, 278 unauthorized 
flights were made over Yugoslav territory, a high proportion 
of these flights being by bombers and fighters. 

The United States Government has made a thorough and 
comprehensive investigation of these alleged flights over Yugo- 
slav territory. In the course of this investigation, the records 
of the various military headquarters and establishments of the 
U.S. in Europe were checked and the whereabouts of every 
American military plane in Europe during the period July 16 
to August 29, inclusive, was established. As a result of this 
exhaustive investigation, I am now in a position to provide 
you with the facts in regard to flights of American planes. 

During the period July 16 to August 8, 1946, there were 
only 10 American military aircraft which made flights which 
were anywhere near Yugoslav territory. Of these flights, nine 
were made by unarmed transports and one by a bomber, a 
B-17. No other American military planes were near enough to 
Yugoslav territory for it to have been possible for them to 
fly over the territory of your country. 

According to the records of the United States Army Air 
Forces, the 10 flights of United States planes during this period 
did not take place over Yugoslav territory. These planes were, 
however, near Yugoslav territory, and it is conceivable that 
there might have been brief moments when, due to weather 
conditions, one or more of the planes was in fact over Yugo- 
slay territory, but, so far as the United States Government is 
aware, and according to the records of the United States Army 
Air Forces, this did not actually take place. 

I would call your attention to the fact that during this period 
of July 16 to August 8, your Government alleges that there 
were violations of Yugoslav territory by 61 bombers, 15 fight- 
ers, one transport and 95 unidentified planes, and again re- 
mind you that, of the American planes which could have pos- 
sibly been over Yugoslav territory at any time during this 
period, there were only nine American unarmed transports and 
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one bomber; this is to be compared with the 172 violations 
your Government alleges. I can only conclude that violations of 
Yugoslav territory by the planes set forth in your Government's 
note of August 10 must have been made by planes other than 
United States planes. 

As regards the period August 10 to August 20, dealt with in 
your Government's note of August 20, the facts are that on the 
dates specified during this period United States military air- 
craft performed only 30 flights in areas close enough to Yugo- 
slav territory for it to have been possible for any of these 
planes to fly over Yugoslav territory. 

All of these U. S. planes were unarmed transport aircraft ex- 
cept for one bomber, a B-17. Twenty-two of the alleged 44 
violations, “three fighters, one transport aircraft and at least 18 
bombers,” took place on August 13, according to the Yugoslav 
Government. On that day only three American military air- 
craft performed flights close enough to Yugoslav territory for it 
to have been possible for a violation of Yugoslav territory to 
have occurred; these three planes were unarmed transports. 

It is within the bounds of possibility that some of the 30 
United States aircraft which flew during this period were 
inadvertently over Yugoslav territory due to weather con- 
ditions. This, however, is not shown in the records of the 
United States Army Air Forces. 

I would call your attention to the fact that during this 
period your Government alleges that there were violations of 
Yugoslav territory by 27 bombers and 12 fighters. During that 
period no American fighter and only one American bomber 
was close enough to Yugoslav territory for it to have been 
possible, even inadvertently, for it to have flown over Yugo- 
slav territory. 

I am, therefore, forced to conclude that the violations of 
Yugoslav territory set forth in your Government’s note of 
August 20 must have been made by planes other than 
American planes. 

As regards the alleged violations of Yugoslav territory set 
forth in your note of August 30 and recapitulated in the third 
paragraph of this note, I may say that the facts as regards 
American planes are as follows: 

All flights over the Vienna-Udine route were stopped on 


.August 20. On August 25 orders were given for the resump- 


tion of this service with armed B-17 bombers. The orders 
provided that each plane was to proceed as far as Klagenfurt, 
Austria, and thence to Udine without crossing Yugoslav 
territory, provided the weather was satisfactory. If the weather 
was unsatisfactory and there was danger that the plane might 
inadvertently get over Yugoslav territory, the plane was to 
return to Vienna. The B-17 bomber which was to inaugurate 
this service on August 25 did in fact return to Vienna after 
reaching Klagenfurt because of weather conditions. For the 
remainder of the period covered by your note on August 30, 
there were three flights of American military planes over that 
route under the instructions set forth above. These three 
flights were made by armed B-17 bombers. 

I can state categorically that not one of these planes vio- 
lated Yugoslav territory and that there were no other American 
military planes in the air on the five specific dates mentioned in 
your note of August 30 which were close enough to Yugoslav 
territory for it to have been possible for them, even through 
inadvertence, to fly over Yugoslav territory. Therefore, I am 
forced to the conclusion that all of the 36 violations alleged to 
have occurred in your note of August 30 must have been 
made by planes other than American planes. 

Concerning the flights alleged by Marshal Tito in his con- 
versation with Ambassador Patterson mentioned in the fifth 
paragraph of this note, there were two flights of American 
aircraft, under identical instructions, both by B-17 bombers, 
on August 28. One of these was from Vienna to Udine and the 
other on the same route in the opposite direction. On August 
29 one American bomber, a B-17, flew from Udine to Vienna. 

I can similarly state that none of these planes violated 
Yugoslav territory. Thus I am likewise forced to the con- 
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clusion that the 26 violations alleged by Marshal Tito to have 
taken place on August 28 and 29 must also have been caused 
by planes other than American. 

No American planes have flown over Yugoslavia intention- 
ally without advance approval of Yugoslav authorities unless 
forced to do so in an emergency. I presume that the Govern- 
ment of Yugoslavia recognizes that, in case a plane and its 
occupants are jeopardized, the aircraft may change its course 
so as to seek safety, even though such action may result in 
flying over Yugoslav territory without prior clearance. 

Two unarmed American transport planes have been shot 
down by Yugoslav fighters. The first incident occurred on 
August 9. The pilot of this plane was specifically instructed to 
fly over Klagenfurt to Udine via Tarvisio, carefully avoiding 
Yugoslav territory. The weather information available to this 
pilot was inaccurate, and he encountered heavy clouds, icing 
and high winds on his route. When he emerged into clear 
weather, he believed that his plane was northwest of Udine 
in Italy. Actually, while under instrument-flight conditions, he 
had drifted off his course into Yugoslavia. 

The plane was then approached by three Yugoslav fighters. 
These fighters made no signal which could be interpreted as a 
landing signal. They did wabble their wings, which, according 
to United States practice, is the accepted signal to attract at- 
tention to the plane making the signal. The Yugoslav fighters 
then attacked without any warning whatsoever. The transport 
plane then descended rapidly in an effort to land, but was 
fired on during the descent. 

After the plane landed, the passengers and crew were held 
from August 9 to August 22 by Yugoslav authorities. During 
this period the passengers and crew were questioned fre- 
quently and the Yugoslav questioners attempted to persuade 
individuals to delete from their statements any reference to the 
bad weather they had encountered and were asked to include 
statements as to the satisfactory care afforded. The foregoing 
statements are taken from the report of the pilot and crew of 
the plane made after their release by Yugoslav authorities. 

On August 19 an unarmed American transport aircraft left 
Vienna for Italy. In accordance with standard practice, the 
pilot was carefully instructed as to his route. These instructions 
included a directive to avoid Yugoslavia. It is impossible to 
give complete information as to what occurred on this flight. 
The pilot and crew of this unarmed American transport are 
dead, shot down by Yugoslav armed aircraft. 

The Yugoslav Government has already received assurances 
from the United States Government that United States planes 
will not cross Yugoslav territory without prior clearance from 
Yugoslav authorities except when forced to do so by circum- 
stances over which there is no control, such as bad weather, 
loss of direction and mechanical trouble. Assurances along 
these lines were repeated in the note which the American 
Ambassador gave the Yugoslav Government on August 21, 
1946. Standing orders in this sense governing the activities of 
American planes have been enforced throughout the period 
referred to in the several recent notes from the Yugoslav 
Government alleging violations of Yugoslav territory by Ameri- 
can planes. These orders have, in fact, been carried out at all 
American air stations in Central, Southern and Eastern Europe 
from which American planes fly in the vicinity of Yugoslavia, 
and will continue to be carried out in the future. 


I do not believe that it would serve a useful purpose for me - 


to add to the views which were expressed in the note which 
the Acting Secretary of State handed you on August 21 last 
in regard to the action of the Yugoslav Government in shooting 
down the two American transport planes on August 9 and 
August 19. Marshal Tito, in his conversation with Ambassador 
Patterson on August 22, expressed his regret at the loss of 
American lives. I have noted the efforts of the Yugoslav 
authorities in the search for the bodies of the five crew mem- 
bers and the honors shown the remains which were recovered. 
Marshal Tito further informed Ambassador Patterson of his 
order, recited in your note of August 30, that Yugoslav planes 











should not fire on planes that might fly over Yugoslav territory. 
The Yugoslav Government has released the crew and pas- 
sengers of the transport plane which was forced down on 
August 9 with the exception of the wounded Turkish officer 
who was a passenger on the plane and is still in the hospital. 
I have been informed that the Yugoslav Government has ad- 
vised the Turkish authorities that this Turkish officer is free 
to leave Yugoslavia when he is able to travel and that your 
Government has expressed its regrets concerning his injury. 
The U.S. Government was glad to receive the assurances 
contained in Marshal Tito’s note dated August 31 to Ambas- 
sador Patterson. The full text of that note reads as follows: 


“No. 10,381, Belgrade, Aug. 31, 1946. 

“Excellency: 

“With reference to our conversation in Bled on Aug. 
22, 1946, as well as to the statements I made on that 
occasion on behalf of the Government of the Federative 
Peoples Republic of Yugoslavia, not all of which have 
been laid down in my written reply of August 23, I have 
to confirm herewith: . 

“(1) The Government of the Federative Peoples Re- 
public of Yugoslavia regrets indeed that American pilots 
lost their lives at the accident of August 19, near Bled, 
when an American military transport plane crashed after 
disobeying signals to land. 

“(2) As I already stated both orally and in writing to 
Anglo-American correspondents, I have issued orders to 
our military authorities to the effect that no transport 
planes must be fired at any more, even if they might 
intentionally fly over our territory without proper clear- 
ance, but that in such cases they should be invited to 
land; if they refused to do so their identity should be 
taken and the Yugoslav Government informed thereof so 
that any necessary steps could be undertaken through 
appropriate channels. 

“I also confirm my statement made on that occasion, 
on behalf of the Government of the Federative Peoples 
Republic of Yugoslavia, that I consider objectless the 
American Government's note which was, to our surprise, 
unnecessarily and without reason too strong toward en 
Allied country as is Yugoslavia; the Government of the 
Federative Peoples Republic of Yugoslavia had ordered 
24 hours prior to the handing over of the said note that 
the crew of the plane be released and that they be al- 
lowed to leave this country. The crew had been taker 
over by Mr. Hohenthal, the American Consul, at 7:30 
hours of August 22; i.e., a full eight hours before the 
note in connection with that crew was handed over. 

“Respectfully yours, 

TITO, MP.” 


With reference to Marshal Tito’s proposal for an agreement 
on signals, United States military representatives would wel- 
come a discussion of this question and are prepared to meet 
Yugoslav military representatives at such time and place as 
your Government may designate, in order to reach an agree- 
ment regarding the signals to be employed. 

I am constrained to advise you that the United States Gov- 
ernment has confidently expected that expressions of Yugoslav 
regrets respecting the loss of members of the crew who were 
killed as a consequence of the action of Yugoslav armed 
forces would be accompanied by an offer to make suitable in- 
demnification to the families and dependents of the unfor- 
tunate victims of such Yugoslav action. My Government ex- 
pects that such indemnification will be made by the Yugoslav 
Government, as well as compensation for the destruction of 
and damage to the United States planes and other property 
caused by the two Yugoslav attacks. 

Accept, Sir, the renewed assurances of my high consider- 
ation. 

WituiaM L. Clayton, 
Acting Secretary. 


SEPTEMBER 17, 1946 ¢ 47 





Byrnes Discouraged 
By Paris Conference 


In private conversations, U.S: See- 
retary of State James F. Byrnes is 
pessimistic and discouraged over the 
Paris peace negotiations. The German 
problem continues to overshadow 
Paris. Some diplomats are predicting 
that the peace settlement will drag 
out for a year or more, but this does 
not mean the Paris Conference will 
be in continuous session that long. 


oo 90 


The reason for Foreign Minister 
Molotov’s hurried trip to Moscow was 
advance knowledge that U.S. Secre- 
tary Byrnes was preparing to make his 
Germany speech. Stalin wanted to 
talk the situation over personally with 
Molotov so Russia could be ready 
with a rebuttal if necessary. Lt, Gen. 
Lucius D. Clay, the man who runs the 
U.S. zone of Germany, was one of 
those chiefly responsible for the 
Byrnes speech. He had been urging 
the Secretary of State to reply to 
Molotov’s recent speech directed to 
the German people. 


oo 86 


A shakeup in the British Cabinet 
is expected to bring in new men to 
replace John J. Lawson as Secretary 
of State for War and Viscount Stans- 
gate as Secretary of State for Air. 


oo 90 


Because of illness, Sir Stafford 
Cripps may step out as President of 
the British Board of Trade and take 
a transfer to another ministry, possi- 
bly to become Secretary of State for 
India. Cripps has been in Switzerland 
for his health. 


o 0 90 


Top-notch diplomats of the world 
are reluctant to give up their jobs in 
Washington to become their coun- 
trys representatives to the United 
Nations. One reason is that U.N. of- 
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Shakeup Is Expected 
In Britain’s Cabinet 


ficials do not have full diplomatic im- 
munity and other privileges awarded 
diplomats assigned to Washington. 


oo 90 


Washington is not ready to pro- 
pose trusteeship for former Japanese 
islands in the Pacific at the coming 
meeting of the United Nations. How- 
ever, it is expected that eventually the 


‘U. S. will propose that all such islands 


be placed under U.S. trusteeship as 
strategic areas. The U.S. can be ex- 
pected to “inform” other governments 
of its plans when they are ready, but 
satisfactory agreements will have to 
be made with the Security Council be- 
fore there is any change in the present 
status of U.S. occupation. 


o 90 °O 


Negotiations by the U..S. to obtain 
military bases in the Azores are going 
better and prospects of favorable ar- 
rangements on a permanent basis are 
considered good. In Iceland, the U. S. 
will withdraw military personnel, but 
the air base will be available, with 
U.S. civilians on duty, at least as 
long as U.S. forces remain in Europe. 


o 0 °O 


Russia’s No. 1 policeman has been 
put in charge of the Soviet Union’s 
atomic energy program. Lavrenti 
Beria has been relieved of his duties as 
chief of the NKVD, the secret police, 
to direct atomic research. 


° 00 
Britain will not withdraw all her 
troops from Greece so long as Rus- 
sian and Ukrainian criticism of the oc- 
cupation force continues. Members of 


the British Cabinet feel it is time to 
pull the troops out of Greece but will 


The U.N. Will Table 
Action on Spain Nov 


not do so if the action puts Britain iz 
the position of withdrawing under ver: 
bal criticism from the Russians. 


oo 0 


The U.S. Army’s European 
Transport Service may go out of busi: 
ness within the year. The reason wil 
be to remove competition from civi- 
lian air lines and give them a chance 
to take over the European business, 
Another reason is that the EATS 
equipment is getting old, and costly 
replacements will be necessary before 
long. Replacements will not be made 
unless tension in Europe prompts a 
decision to keep the transport serv- 
ice, backed by the Army, going, 


oo °o 


An undisclosed reason behind the 
Swedish-Russian trade dea] is Swe- 
den’s desire to get back something on) 
her big investments in Estonia, made 
before that country was taken over! 
by the Russians. 


oo 90 


The U.N. Assembly will not take 
any action on the Spanish issue when 
it convenes. There may be debate on) 
the Franco regime, but any decision is 
unlikely for this reason: Neither the’ 
U. S. nor Britain wants to give Russia’ 
an opportunity to throw the spotlight: 
on Spain now, and thus draw atten- 
tion away from Europe’s basic issues* 
in Germany, Austria and Paris. 


oo °9O 


U.S. Secretary of State Byrnes | 
has discussed with Australia’s Herbert | 
Evatt a regional plan of defense for 
the Pacific. As a result, announcement 
may come soon that U. S. representa- 
tives will go to Canberra next Janu-) 
ary when British, Australian and New 
Zealand diplomats meet to set up a 
defense council. France, Holland and 
Portugal also will be invited to attend. 
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BUILDING A PUBLICATION 


NO. 6 OF A SERIES 


WHAT IS THE AMERICAN PUBLIC READING? 


One who certainly should know—Francis P. St. John, chief 
of the circulation department of the New York Public 
Library says: “*... Among the ‘most reserved’ non-fiction 
books are those dealing with Housing, Economic con- 
ditions, Vocations and INTERNATIONAL AFFAIRS,” 
Readers of WORLD REPORT will not be surprised to 
know that, according to Mr. St. John, international affairs 
takes its place with the three primary needs most vital to 
the reading public of America. 


TO THE PUBLISHERS OF WORLD REPORT THIS NEED WAS OBVIOUS— 
BUT THE EXTENT OF THE NEED WAS A MATTER OF SPECULATION. THIS 
IS NO LONGER TRUE—NOW IT IS NOT SPECULATION TO SAY THAT 
WORLD REPORT, WHOSE CIRCULATION IS GROWING FROM 50.000 TO 
100,000 IN A SHORT PERIOD OF SIX MONTHS, IS SATISFYING AN URGENT 
DEMAND AMONG THE TYPE OF PEOPLE TO WHOM MANY COMPANIES 
ARE MOST ANXIOUS TO ADVERTISE. 





WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





WORLD REPORT-—The No. | advertising medium to reach world-minded people 
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